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H. RES. 115 


IN THE HOUSE OF REPRESENTATIVES 


RESOLUTION 


Resolved, That the Committee on Education and Labor, effective 
from January 3, 1953, acting as a whole or by subcommittee, is aut! 
ize and directed to conduct studies and investigations relating to 
matters coming within the Jurisdiction of such committee undet 
XI, clause 6, of the Rules of the House of Representative For 
purpose such committee, or any subcommittee thereof, is authorized to 
sit and act during the present Congress at such times and pla 


the United States, its Territories and possessions, W hether the He ( 

in session, has recessed, or has adjourned, to hold such hearing 

require by subpena or otherwise the attendance and testimony ot 
witnesses and the production of such books, records, correspondence, 
memoranda, papers, and do uments, as it deems necessary. Subpena 
shal] be issued only over the S101 ature of the cha rman of the co) 
mittee ora member of the committee designated by h m; tnev n Ly be 


served by any person designated by such chairman or men b r. 

The committee may report to the House of Represe ntative from 
time to time during the present Congress the results of its dic 
and investigations, with such recommendations for legislation or 
otherwise as the committee deems desirable. Any report ubmitted 
when the House is not in session shall be filed with the Clerk of the 


House. 
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INVESTIGATION OF WELFARE AND PENSION FUNDS 
(LOS ANGELES AREA) 


WEDNESDAY, SEPTEMBER 22, 1954 


House or RepresENTATIVES 
COMMITTEE ON EDUCATION AND LABOR, 
SPECIAL SUBCOMMITTEE ON INVESTIGATION O1 
WELFARE AND PENSION FuNps, 


Los Angeles, ¢ 


The committee met, pursuant to notice, at 10:15 a. m., in room 229 
Federal Building, Hon. Samuel K. McConnell, Jr.. chairman of the 
committee, presiding. 

Present: Representatives McConnell, Holt, Lucas, and Miller. 

Present also: John O. Graham, staff director: Edward A. McCabe, 
general counsel; L. M. Weltmer, special counsel; Russell C. Deri 
son, chief investigator; and Carmine S. Bellino, staff consultant. 

The CHAIRMAN. The hear ne will please come to order. 

For several years there has been a question about the regulation and 
supervision of union welfare funds in order that the funds will be 
available to the beneficiaries, that would be wage earners, their fam 
lies, and so on, when they need them. 

There has been considerable agitation for some type of reoul itor 
[ understand the funds vary in amounts from $17 million to $20 
million, and with the except on of New Y ork state, whi h ac ted re 
cently, there has been no regulation of welfare funds in the country. 
Realizing the agitation in the situation in connection with these fun 
President Eisenhower in his January 11 message on Jlabor-managt 
ment relations. recommended that Congress, and | how quote 
initiate a thorough study of welfare and pension funds covered by collective 
bargaining agreements with a view 


nacting such legislation is Will protect 


ind conserve these funds for the millions of wor ng men and women wl 
the beneficiaries 

On February 17, 1954, the Committee on Education and Labor, 
of which I am the chairman, adopted a resolution unanimously. I 
wish to read that resolution: 

Resolved, That the Committee on Education and Labor establish a subeom 
mittee thereof to be known as the Subcommittee on investigation of Welfare 
Funds. The subcommittee shall be composed of 4 members of the majority 
party and 4 members of the minority party and a chairman appointed by 
the chairman of the full committee. The subcommittee shall be authorized to 


appoint a staff of not more than five employees. The subcommittee shall con- 
duct a thorough study and investigation of welfare and pension funds covered 
by collective bargaining agreements, with a view of enacting such legislation 
as will protect and conserve these funds for the millions of working men and 


women who are the beneficiaries. It shall determine to what extent, if any, 
the requirements of present law are being violated by employers or unions in 
the creation or management of such funds, and to what extent such funds are 


1 
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presently regulated or might appropriately be regulated by State authority. The 
subcommittee shall also investigate and and all instances brought to its atten- 
tion of racketeering, extortion, graft, kickbacks, or gross misconduct committed 
by any person in connection with the handling of welfare funds 


A later resolution was adop ted bv the Committee on Education and 
Labor July 27, 1954, which had to do with, you might say, the internal 
organization of these various committees and some of the rules: 

Resolved, That the chairman of the Committee on Education and Labor is 
authorized to appoint special subcommittees from the membership of the Sub 
committee on Investigation of Welfare Funds which was established by reso 
lution of the Committee on Education and Labor, February 17, 1954. Such 
special subcommittees shall be composed of not less than 3 members, at least 
1 of whom shall be a member of the minority party, from which a chairman 
thereof shall be designated by the chairman of the full committee All members 
of such special ssinteiialitens shall be given reasonable notice of any sessions 
thereof Such special subcommittees shall have the same authority in all 
respects, except that of appointing a staff, as that granted the Subcommittee on 
Investigation of Welfare Funds: Provided, such special subcommittees shall 


submit all testimony, exhibits, and other documents and reports which they 
micht receive to the Subcommittee on Investigation of Welfare Funds. 

With that preliminary, I think we are now ready to begin our 
hearings. 

Mr. Counsel, are you ready to proceed ? 

Mr. McCase. Yes, sir. 

The first witness will be Mr. Hal G. Lutes. 

(Discussion off the record.) 

The CHatrmMan. Back on the record. 

Raise your right hand. Do you swear to tell the truth, the whole 
truth, and nothing but the truth, so he ‘Ip you God? 

Mr. Lutes. I do. 


TESTIMONY OF HAL G. LUTES, SAN BERNARDINO, CALIF. 


Mr. McCasr. Will you state your full name? 

Mr. Lutes. Hal G. Lutes. 

Mr. McCase. And your full address? 

Mr. Lures. 456 19th Street, San Bernardino. 

Mr. McCasr. What is your occupation ? 

Mr. Lures. A restaurant operator. 

Mr. McCase. Have you at any time been a trustee on a welfare 
fund ? 

Mr. Lutes. Yes, sit 

Mr. McCasr. Woul d you state the identity of that fund? 

Mr. Lutes. Well, it is the welfare fund, trust fund, set up by the 
union. The employers pay in for the benefit of the employee. 

Mr. McCapre. Would you identify the union in that case ? 

Mr. Lures. It is the Culinary and Bartenders Local of San Ber- 
nardino. I don’t know the number. 

Mr. McCane. Are you now a trustee for that fund? 

Mr. Lutes. No, sir. 

Mr. McCase. For how long a period were you a trustee? 

Mr. Lures. Approximately a year and a half. 

Mr. McCane. When did you terminate your trusteeship ? 

Mr. Lures. I believe it was in February 1954. 

Mr. McCase. For what reason, sir? 

Mr. Lures. Well. there were several reasons. 


Mr. McCase. Would you care to tell us? 
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Mr. LUTEs. Well. my personal reasons were more or less persol il, 
nothing to do with the fund at that time. 

Mr. McCasre. Would you have any objection to outlining those 
reasons for the committee, sir? 

fr. Lures. Well, as 1 said before, they were personal. I thought 
the union was unfair in their demands. I was on the negotiat Ing com- 
mittee for their new contract and I thought they were very unfair. 
That was the reason I resigned from several things, not only as a 
trustee. 

Mr. McCasr. Did you have any disagreement with your fellow 
trustees ¢ 

Mr. Lures. None. In the meetings, yes, but not—— 

Mr. McCape. I mean in the meetings, any official disagreement over 
matters of policy or administration 4 

Mr. Lures. Well, I was on there when the fund was first set up, 
and you are bound to have disagreements. You can’t all see eye to eye. 

Mr. McCape. Did there come a time, Mr. Lutes, when you felt it 
necessary to object to a proposed appropriation of welfare funds for 
a purpose that you considered not within the scope of the trust 
agreement ¢ 

Mr. Lures. I did. 

Mr. McCase. Would you explain that to us, sir? 

Mr. Lures. Well, there was an operator that was suing the union 
and the council, and I happened to be president of the council at the 
time. He did not sue the trust fund. As a trustee, I thought we were 
in there to administrate this trust fund, and not to spend it to protect 
us. So I objected. 

Mr. McCase. You say the operator. By that you mean a restaurant 
operator ¢ 

Mr. Lures. Yes, sir. 

Mr. McCane. He had filed suit against, you said, the union and the 
council. Would you tell the committee just what is the council ¢ 

Mr. Lures. Well, the council, you might say, is the same thing as a 
union. In other words, the operators banded together to have sor 
body represent us, protect our interests, as well as the union bles o 
banded together to protect the employees. The employers mid tiie 
same thing. That is the council. 

Mr. McCase. In other words, it is an employers’ association, dealing 
with the union ? 

Mr. Lures. Collectively, rather than having them go around one at 
a time and sign one contract. 

Mr. McCase. Do I understand you correctly that the trust fund 
was an entity separate from either the employer association or the 
union ? 

Mr. Lures Definitely. 

Mr. McCapse. And it is your view that the proposal to appropriate 
moneys was a proposal to finance a legal defense of the union and the 
employe rs’ association and not a defense of the trust fund as such ? 

Mr. Lures. He wasn’t suing the trust fund. He was suing the 
operators and the union. 

Mr. Granam. How many members were there in that association? 

re Lutes. At that time, I am not positive, but there were approxi- 
mately 30. 
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The Cuarrman. Would you talk a little louder? I think they are 
hav ng a little difficulty hearing. 

Mr. (7FRAHAM. How many restaurant and hotel employers contrib 
uted to the welfare fund, approx mately ¢ 

Mr. Lures. Well, mnyone that had a contract. I don’t have those 
hgures. 

Mr. Granam. To the best of your knowledge, how many contracts 
were there for contributions into the welfare trust fund ¢ 

Mr. Lures. I would have to guess 

Mr. Granam. All right 


Mr. Lwres. I would euess about 250 


Mr. Granam. In other words, the money from the trust funds wa 


alloc ited to defe ad the uniol md a certain group ot employers, prob 


ably qust ZO or 50 4 
Mr. Lures. I was one of them 
Mr. Grauam. But the « tributions were being paid into that by 


some 200 employe sé 

Mr. Lures. Yes, si 

Mr. McCane. Would you tell us the exact nature of that propose 
appropriation, how t 
the iture of your objecti to it? Would Vi evo into some detail o1 
that for us, Mr. Lutes ¢ 

Mr. Lures. Well, it v proposed—I have to bring in an outside 
name, our counselor, we call him, Mr. DeNey. He has his office 
in Los Angeles. 

Mr. McCase. Would you spell that for the reporter ? 

Mr. Lures. I can’t I 1 © it was held for 2 or 3 meetings due 
to the fact that I wouldn't go alor oY with the idea. I couldn't see it. 


e situatio ime up in vi trustees meeting and 


It wasn’t our money. I suggested we assess each members in 
our organizatiol yr 1h, 11 e needed Sh00, and let the union put In 
their share. But I wa oted down, and I have it in a matter of 
record that I was the only dissenting vote that voted against it. It 
wasn’t our money, after it went in there. 

Mr. McCabe. And the amount in question was $500 ¢ 

Mr. Lutes. That is ri: 

Mr. Granam. You mentioned before that to the best of your recol 
tion there were some 200 contributing employers. 

Mr. Lures. I was st 

Mr. Granam. Well, 25 one xr the other doesn’t make 
much difference. In the trust agreement. was the re a provision that 


le« 


trictly muessing, 


barred anv but members of your asse ition Trol becom] 


Mr. Lures. I believe so 


yr trustees 


Mr. GRAHAM. In ot er words, eve though the e hundred some odd 
made contributions int the tl t fund, they were barred by the trust 
agreement from having any voice the expenditure of the money? 


Mr. Lures. That is right. 


Mr. GRA AM. Do you l wall, ra i Trustee, l draw ne up the con- 


l! 
tract for insurance or so on, whether more than one broker was 
consulted ? 

Mh Li rEs. Whe t got to the meeti ow, there wa s only one broke 
consulted. Py or to that. | don’t KHOW. He wa brought 1} by the 
union, this broker, and whethei they did ret bids I think I did hear 
something of them getting 


Mr. Granam. He was not brought in by the joint trustees? 
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Mr. Lures. I beg your pardon. It wasn’t the broker we were d 
cussing. It was the insurance company. It was the different pla 
we went over. 

Mr. Granam. The trustees? 

Mr. Lures. The trustees. 

Mr. Granam. When you arrived at the type of an insurance policy 
you wanted, did the trustees select the broker ¢ 

Mr. Lures. Well, they hired this Mr. Lever, his name is, that the 
union proposed. We, on the surface, I guess did do some invest 
gating, and he had had extended experience in that field and had hac 
a lot of contracts in other locations 

The Cnatrman. A little louder, please. Your voice is dropping 

Mr. Granam. You didn’t make inquiry of any local broker ¢ 

Mr. Lures. Later I did myself. 

Mr. Granam. What did you learn? 

Mr. Li rES. Well, somebody in the meeting, I don’t recall yust wv ) 
was selling me the idea that we liked this Occidental policy, we had 
to do business with Mr. Lever. or that he had a contract with O 
dental. | contacted a low al broker and he called long cistat ce tot 
Occidental Insurance Co. in Los Angeles, and I heard part of tl 
conversation myself, and they told us definitely they didn’t care who 
the broker was as long as they wanted the insurance. 

Mr. GRAHAM. Why didn’t you oive it to a local broker 

Mr. Li res. | rps seit te 

The Cuatrman. In other words, you voted for a local broker ? 

Mr. Lures. As I recall, I don’t believe it was brought te vote 
It wouldn’t have been any use. 

Mr. McCapr. Mr. Lutes, in connection with this appropriation of 
$500, do you know whether that money was actually paid? You men 
tioned that you were outvoted on th ie question of approprial Yr it 
from the welfare fund. 

Mr. Lures. That is true. 

Mr. McCarr. Do you know of your own knowledge whether that 
money was ever disbursed from the fund ? 

Mr. LL TES. | checked this morning and it was. I signed the chee k. 
I had forgotten it, but I sloned the check my self. 

Mr. McCaprt You,asa trustee, sioned the check. Was that part of 
your regular duties to sign all checks? 

Mr. Lures. I was authorized to sign certain checks for certain bills 
and as I reeall now I must have sloned the check. I don’t recall it, but 
I talked to our secretary, and she said I did. 

Mr. McCase. I don’t know if the record shows, but you are here in 
response toa subpena, are you not, Mr. Lutes? 

Mr. Lures. I am. 

The CHamman. Keep your voices up, everyone. You are dropping 
your voices down. 

Mr. Granam. Mr. L oe when you purchased insurance, would you 
describe the coverage ot the insurance 4 In other words, who vas 
eligible, just roughly, to the benefits 

Mr. Lures. The employee that belonged to the union only, that wa 
in good standing with the union. 

Mr. Graunam. And that was 

Mr. Lures. Providing, sir, that the employer was in good standing 
in the trust fund. It worked two ways there. 
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Mr. Granam. Did that apply to life insurance / 

Mr. Lures. I think there isa thousand dollars. 

Mr. Grauam. Who iseligible to receive life insurance ? 

Mr. Lures. The beneficiary. Do you mean who is eligible? The 
insured, the employee. 

Mr. Granam. But what is the restriction on his eligibility. Do you 

call 4 ae ore 

Mr. Lures. I don’t think I —_ understand. 

Mr. Granam. Well, in order to receive certain health-medical bene- 
fits, I notice in the Se ceed or the explanation of it no, it is the 
agreement—it states that in order to receive this medical benefit that 
you have to be a member in good standing in local 535 for 6 consecutive 
months and that your employer has to contribute and so on, in order 
for you to be eligible. But for life insurance, the eligibility require- 
ment is that any member in good standing with local 535 who com- 
pletes 1 year of membership in good standing after June 1952, and who 
is not eligible for benefits under the welfare plan, shall be eligible for 
life insurance on the first day of the month following completion of 
I year of membership in good standing. Then it has a note: 

You must continue to be a member in good standing at all times to remain 
eligible. You may be a retired member and be eligible for life insurance, pro- 
vided you fulfill the above requirements. There will be no duplication of life 
insurance. If you are insured under the welfare plan, you will be covered for 
life insurance under the welfare plan only. 

In other words, it appears that the life-insurance eligibility goes to 
any member in good standing of that local union, regardless of whether 
he ise mp loved, ever has been employed, or whether anybody is con- 
tributing. Isthat your understanding? 

Mr. Lures. I think, as I recall, before this trust fund was set up, the 
union had or carried a thousand-dollar policy on each member. Evi- 
dently that policy came out of their dues. When this was set up, they 
put it into the trust fund. I think I mentioned it at the time, but it 
didn’t seem like too big an issue. AsJI recall, it was. In other words, 
they transferred it from their side into the trust fund, that thousand 
dollars. 

Mr. Granam. In other words, if there happen to be people that are 
working and employers are making contributions, the money that is 
col tributed for the work of those people i IS dedi 1c ted to pay for those 
people that are no working, or where there are no contributions made, 
or are not part of the trust fund in any way whatsover; is that correct ? 

Mr. Lures. That is a little vague in my mind, but I believe you are 
right. 

Mr. McCase. I have no further questions, Mr. Chairman. 

The Cuamman. I have one question at this time. The purpose of 
these hearings is to suggest legislation or recommend legislation to 
Congress for the regulation of welfare funds. Can you give us some 
suggestions at this time as to what we should regulate or how they 
should be regulated, whether it should be by State or Federal, or what 
are your ideas on that matter ? 

Mr. Lures. Well, my personal opinion is that the State—I would 
like to see that. It is just like you have your State bank examiners. 
I think in an operation that is handling a hundred thousand dollars, 
more or less, a year, somebody from the outside should examine it, 
and not leave it up to 6 or 8 people in their own organization. I was 





oes 
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there, and it is a big responsibility, and I think there should be some 
body that comes 1n and checks the fleures. | definitely do. 

The CuarrmMan. You feel that it should be done by State authority ? 

Mr. Lures. It is closer. 

The Ciairman. By any existing authority, like for instance, insur- 
ance commissions, or what ? 

Mr. Lures. There is nothing wrong with that. Sut somebody 
should check the figures. 

The Crarrman. Is there any specific tvpe of regulation that you 
have in mind, or is it just a general regulation of the handling of 
the welfare funds? 

The Cuarrman. Mr. Holt? 

Mr. Hour. I will ask the committee counsel first. Are we going to 
have somebody from the company or somebody that knows a little 
more about the operation of this particular fund ¢ 

Mr. McCapse. We are going further into it. 

Mr. Horr. I am interested in this employers council, Mr. Lutes. 
Once, again, I know you don’t know the exact number of people that 
wrobably had a contract with the union. You said about 30 member 
cna to the association of the employers / 

Mr. Lures. There may be 35,000. 

Mr. Hour. Thirty-five. 

Mr. Lures. Possibly, one way or the other. 

Mr. Horr. But the union had an agreement in effect with 200 or 220 
different contracts: is that right? 

Mr. Lutes. I didn't swear to that. 

Mr. Horr. It affected more than 30 places of business? 

Mr. Lures. Yes; more than double. 

Mr. Horr. Do vou feel that the insurance plan, health, accident, 
and life, whatever it was, was fairly administered? You did not hear 
of any complaints or anything; or did you follow it ? 

Mr. Lures. I think it was very well administered. 

Mr. Horr. It would be vour impression that the employer should 
take more interest, the other employers should take an interest in 
the fund, or were these 30 people representative of all 200 or 220? 

Mr. Lures. I think the other people should have a voice in it. They 
are paying just as much or more. 

Mr. Hour. Were they invited to have a voice? 

Mr. Lures. Under the existing contract, my impression is they 
can’t. 

Mr. Horr. My point being, were other employers asked to sit on 
this council ? 

Mr. Lures. They can join for a fee. 

Mr. Horr. For a fee. They had to pay a fee to sit on this asso- 
ciation @ 

Mr. LUTES. To belong to the council the same as the union em- 
ployee belongs to the union. 

Mr. Horr. What did it cost to belong ? 

Mr. Lures. Four dollars per employee per year. 

Mr. Hour. What benefits did you get out of that, belonging to 
it? 

Mr. Lures. We got a separate contract, with a no-strike clause to 
run for 5 years at the starting of the contract. 
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Mr. Granam. Mr. Holt, they would also have the right to serve 
trustee on the welfare f id. 

. Horr. If they are a member of the association. 
Mr. Grauam. Yes. But tl ey are prohibited under the trust agree- 
ment unle Ss they join the club. 

Mr. Hour. | nless they join the club? 

Mr. Granam. The association, ves. 

Mr. Hor r. Taking an ndividual resta rant, with the culinary 
workers, if you take an individual restaurant where the member does 





not belong to the association, the emuployees only representative on 
that we ul | be the union, the union member, he would be administering 
the fund 100 percent, and t would be from a deduction of his salary, 
the emp ieee salary 
Mr. Grauam. No: is In heu of salary. 
Mr. Hour. I guess I will ask any further questions later. 
Do you have a copy of this agreement, of this particular fund that 
I can look at ¢ 
Mr. Granam. Yes. 
Mr. Hour. Thank you very much. 
Mr. Lucas. Mr. L ites, I take it you are a restaurant owner in San 
Ber Ll a 
Mr. Lt . © eS: 
Mr. Lucas. How many employees have you 
Lt 
. Li 


/ 


Mr. s. Approximately 22. 

Mi \S. eee ll members of the union that you have been 
dealing Vv ith, r that you have been describing ? 

Mr. co rES. a believe all of them, yes, they have to be, but mv 
janitor. , 

Mr. Lucas. Are they required to be members of the union in order 
LO work with you, or for you! 

Mr. Lures. Yes, si 

Mr. Lucas. Before you can employ them, you inquire whether or 
not they are members of this union ¢ 

Mr. Lurrs. Well, that is pretty flexible. In other words, the union 

San Bernardino cannot supply the restaurant ds rators ith labor. 
So they give us a free hand to hire anyone we want. But after they 
are there a short period, they are required to las the union. 

Mr. Lucas. A union-shop contract 

Mr. Lures. Yes, sir. 

Mr. Lucas. What union is this? 
Mr. Lures. It is the Culinary and Bartenders, local so and so. The 
number I don’t know. 

Mr. Lucas. Approx ely how many members are represented 
by that union under this contract that we are talking about ? 

“Mr. Lures. Do you mean the separate contract, the one we have? 

Mr. Lucas. No; not your own business contract, but how many are 
represented under this overall insurance contract. 

Mr. Lures. It is sti etly a guess. You have a lady here who ean 
ewive those figures. I am guessing 200 or 250. I think I heard some 
of the union members quote that figure. I am not positive. 

Mr. Lucas. Do those union members contribute to this fund or are 
these funds paid by the employer ¢ 

Mr. LuTEs. sy the emp Jloyer only. 
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Mr. Lucas. It related to the amount of monev that the « pliovee 
earns; isn’t it / 

Mr. Lures. N rs it trictly 30 cents a day whether they belong 
to the QO l if thev are on ve i\ ol I r¢ ‘ D 
for this plan until after 30 day rk or belonging to t 
But the minute they go to work you pav 3 ents o ( 
dav, every day they work. . . 

Mr. Lucas. As an example, you have 22 employees, you pay 
cents a day 1 mes Lv employees ¢ 

Mr. Lures. That is correct. 

Mr. Lucas. And that goes into this fund ? 

Mr. Lures. That is right. 

Mr. Lucas. Mr. Lutes. if vou weren't paying that 30 cents a day 


nto that fund, would the employees be recelvinge itn ilary 
Mr. Lures. I doubt it. Not under the exist ne cont! ret. We are 
pretty well pushed as it is. 
Mr. Lucas. Y« 
] 


t 
nderstand it. You said that while you were serving as a trustee, 


us ZO Into tl who was suing who. I did ot quite 
someone brought suit against the association, of wv ch you are a 
member. Who was it that brought suit, Mr. Lutes / , 

Mr. Lures. Well, it i Chinese restaurant in Barstow. — I 
sorry I can’t think of the name. It is a Chinese name. 

Mr. Lucas. For what purpose? Why was the suit brought ? 
Mr. Lures. To start with, he did not f you do not pay into t 
trust fund you automatically make your contract with the unt 


It has to tie in. He wasn’t paying into the trust fund, and J wuess 
he evidel tly tore up the contract with the unio It Was a long, 
drawn out atta < So whe he found out somethi Y about the cout | 
and the union, that we got through discussing, this tie-in, he in turi 


| the union and the council. 


ner 
Mr. Lucas. For what for damages / 

Mr. LUTES. Possibly damages. I don’t know. The attorney 
handled it. I just know that he sued. 
Mr. Lu AS, Do you know, ( ounsel ? What was the ba Ot 
uit? Simply because he withdrew from the association would not 


give him any authority to bring suit or his right thereunder. 

Well, I am told that will be developed later, Mr. Lute 

Have you given us the names of the trustees with whom you served 

Mr. Lures. You have them right there in that book. It is on the 
flyleaf, I believe. 

Mr. Lu is. Are all these people whose names are on th fly | if 
yresently serving as trustees 4 

Mr. Lures. I believe there are 2, 2 from the operators. M1 
Mapes is on there? 

Mr. Lucas. Shall I read this? 

Mr. Grauam. Off the record. 

(Discussion off the record.) 

Mr. Lucas. Well, Mr. Lutes, was there any other employer trustee 
who disagreed as did you at the time of the bringing of this suit? 

Mr. Lures. There were probably in the discussing point, but when 
it came to a vote, as I recall, there wasn’t any other vote except mine 
that didn’t approve of it. 

Mr. Lucas. I think that is all, Mr. Chairman. 

The Cuarrman. Mr. Miller? 
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Mr. Minier. No questions at this time. 

The Cuarrmman. There are no further questions from the members 
of the subcommittee. 

Mr. Counsel, are you finished with this witness ! 

Mr. McCane. Yes, sir. 

The Cuamman. That will be all. You may be excused. 

Mr. McCase. The next witness will be Mrs. Elizabeth Marshall. 

The Cuarrmman. Raise your right hand. Do you solemnly swear to 
tell the truth, the whole truth, and nothing but the truth, so help 
you Grod ? 


~ Mrs. Marsuauy. I do. 


TESTIMONY OF MRS. ELIZABETH MARSHALL, SAN 
BERNARDINO, CALIF. 


Mr. McCape. Mrs. Marshall, would you state your full name, 
please ¢ 

Mrs. Marsnauy. Elizabeth Marshall. 

Mr. McCape. Your address? 

Mrs. Marsuai. 1923 Bell Street, San Bernardino. 

Mr. McCapr. Your occupation ? 

Mrs. Marsnauu. Secretary of the Hotel and Restaurant Insurance 
Trust Funds. 

Mr. McCapre. You are here in response to a subpena, are you not? 

Mrs. Marsuauu. That is right. 

Mr. McCabe. Did that suopena direct you to bring with you cer 
tain records? 

Mrs. Marsuau. Yes. 

Mr. McCapsre. You have been in the hearing room during the testi- 
mony of Mr. Lutes just preceding your appearance ? 

Mrs. Marsnaru. Yes. 

Mr. McCanr. Were you able to hear Mr. Lutes’ testimony ? 

Mrs. Marsuauy. Yes. 

Mr. McCane. He told us that moneys were appropriated by the 
trustees to defend a particular lawsuit. 

Mrs. Marsuauu. Yes. 

Mr. McCase. Do you have with you the minutes of the trustees’ 
meetings which would indicate the nature of that sult, the proposal 
to appropriate the funds, and any other data connected with it? 

Mrs. Marsuauy. Yes, and a letter from the attorney explaining it 
in much better words than I could explain it. 

Mr. McCase. Well, would you explain it in either his words or 
your own words? And also, we would like to have read into the 
record the minutes of the meeting which covered that specific trans- 
action. 

Mrs. Marsua.. First? 

Mr. McCane. If you can locate them, please. 

Mrs. Marsuatu. I will have to thumb. 


October 1, 1953. Mr. Jeanney 


Mr. Jeanney is the employers’ counsel, Milton E. Jeanney. 


Mr. Jeanney recommended trust authority for retention of two additional 
lawyers to assist Mr. Sprague 
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Mr. Sprague is retained by the trust on a retention fee of S50 a 


month to answer questions, help us in any small legal difficul 
lection of uncollectible accounts that the collector unable te Lore 
himself. 

* * * a George Bodle, labor attorney, and Richard A. Verkins, represente 
management, combined fee not to exceed a thousand « s 


included 


Then there Wits considerable discussion after that as to the ad 
ability of taking the money from the fund to pay such an expense. 
Money in the fund is definitely for the small administration expense 
and the purchase of insurance, putting aside a certain percentage i 
the hope that we can increase the coverage as the time goes 01 Wi 
have not increased our coverage since the inception of the plan as yet 

Mr. Bodle would have represented the union. Mr. Perkins was 
associated with Mr. Jeanney, and Mr. Jeanney was very anxious that 
he be retained because this was rather an important case. If it was 
yroved in court or the judge ruled that it was not necessary to pay into 
the fund, by paying into the fund those are the premiums due on the 
employees, it would set up a precedent so that other houses would 
say, “Well, if Mr. So-and-So didn’t, I don’t have to.” 

Then gradually nobody would be paying and then nothing would 
happen. So they were supposed to think about it. So they thought 
about it until the next meeting, until the October 27 meeting. 

Mr. McCarr. Was this the next meeting following the October 1 
meeting, the next recular meeting ? 

Mrs. Marsi ALL. Yes. That Was where they approved the payinent 
of $500 to Richard Perkins, to represent the employers council at that 
time. They all felt that the trust fund was vitally involved in this, 
although the suit, countersuit, from the Gee’s, it was Harry and Joseph 
Gee, incidentally, who were involved. They felt that the trust fund 
was vitally interested in this suit, and that it would be a good move 
on their part to expend this amount of money in defense of the suit. 

Mr. McCapre. In cvoing back to Mr. Lueas’ q westion, Which Was 
directed earlier to Mr. Lutes, could the record be mad , explhi le 
as to who was suing whom and why ¢ 

Mrs. Marsiaty. Should I read Mr. Sprague’s letter which would 
explain exact ly who was, or would you gent lemen just care to have it? 

Mr. McCane. Well, if that would answer the specific question as 
to the identity of the parties to the suit. 

Mrs. Marsuauyu. That is what it is about. 

Mr. McCaper. All right. 

The CuatrmMan. Either read it or explain it, Mr. Counsel, so we 
know it. 

Mrs. Marsu Aun (reading): 

On or about September 15. 19538. Hurry Gee and George Gee, as operators 
of two Barstow cafes, filed action No. 79831 in the Superior Court of the State 
of California in and for the County of San Bernardino, against the following 
defendants—Culinary Workers and Bartenders Union, Local No. 535, Louis J 
Rees, as an officer of the union, Joseph DeBell as an agent of the union, thr 
Restaurant Hotel Employers Council, Inc., a California corporation, and ‘Thomas 
Neblett, individually and as an officer and agent of said council. 

Prior to the filing of this suit, local 535 had been picketing the cafes because 
of the failure of the operators to abide by union rules and for their failure to 
make payments into the trust fund as required under their contract 

53814—54—pt. 1 2 
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Phe lit sought an injunction against this picketing, and the main contentio1 
de by the plaintiffs was that picketing to force their compliance with the 
eet { S pici y al unlawful pu pose Since under the trust 
greeme nd the agreement betwe the council d local 535, the council and 
uuld theoret nerease the amount of contributions required of 
plovers, which would be binding upon plaintiffs who were not a member of the 
which theretore effect made the plaintiffs “‘members” of the 

l rv to sections 921 and 925 of the C fornia Labor Code. 
rhis t was considered by the unio nd by the council, here and in Los 
Angeles to be of zg i t ll MO? hee ll e { the low als perior court were to uphold 
he ] ntiffs’ <« tentio it ecision would be a precedent which would be 
cite n other similar lawsuits which would certainly be filed, all of which would 
endang the entire trust f | plan Che undersigned, of course, represented 
also was under retainer from your trust fund (which would not 
ourt appearances Mhe union’s joint board in Los Angeles hired Mr. 


Bodle to assist me on behalf of the union here. The Los Angeles firm of Denison 


& Dietrich, general counsel for the Los Angeles Hotel-Restaurant Employer 
Union Welfa ku was requested to nd did, file a brief with the court as 
amicus curiae. There then came the question of representation of the employers’ 
council and Mr. Neblett, Richard A. Perkins of Los Angeles being the council’s 
tt< ex 

It was felt that while the last two named defendants were nominally in the 
laws the real party in interest, with an interest as great as that of local 535, 
was the San Bernardino Trust Fund, and that your trust fund should contribute 
somet g¢ for the attorne fees involved. At least, that is my understanding of 


Mr. Jeanney’s feelings on the matter 
Therefore, at the next trustees meeting in San Bernardino, all the union trus- 


tes embers and all the employer trustee members (with the exception of Mr. 
Lute oted to authorize payment of not to exceed $1,000 in attorneys’ fees. 
uA ill that was ever necessary to be paid was $500, which I understand Mr 
Perkins did receive. My own fees were paid by local 535 
Some 77 pages of legal briefs were filed by this office and by Perkins and by 
Denison & Dietrich, involving many hours of research and thought Having 
ore attornevs than this office volved in the case made it more easily brought 
home to the judge the importance of the question before him, and the judge 
thereafter decided the case in our favor, refusing to grant the requested in- 
on Plaintiffs thereafter dismissed the suit 
In brief, the local trust fund was not nominally a party to the lawsuit, but 
was certainly a real party in interest since plaintiffs’ contentions, if upheld, 
would invalidate or at best work serious harm to a proper administration of the 
rund inere is no que | on 1 ny mil d that the prope! protec tion of the local 
fund tified the expenditure of the $500 in fees. No part of this money was 
ed vy any fees ( ed I the union. as stated, since the union was pro- 
g re b Ss re er of this office and Mr. Bodle—who received no 


money from your trust fund to my knowledge. 

That was why the expenditure was made. 

Mr. McCasr. Do you have in your records or in your possession 
now, Mrs. Marshall, the records of that actual expenditure ? 

Mi 5. M \RSHALL. I have the check. 

Mr. McCape. May that be accepted for our record ? 

The CuamMan. Without objection, yes. 

Mr. McCase. May this be identified as Marshall Exhibit No. 1, Mr. 
Chairman. 

The CHarrmM an. It will be so marked. 

(The letter was marked “Marshall Exhibit No. 1° and filed with the 
committee. ) 

Mr. McCapr. Mrs. Marshall, according to the agreement, parts of 
which were read during the testimony of the prior witness, union 
members 1n gor ve standing are entitled to life-insurance coverage with- 
out contribution into this welfare fund by any employer, is that your 
understanding ? 

Mrs. Marsuatz. There are two types of coverage. 

Mr. McCape. Would you explain them to us, please ? 
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Mrs. Marsnaun. Our fund is set up almost with two separate poli- 
cles, tWO separate div isions. We have what is called the package pial 


and we have the portion which is life insurance only. ‘The package 
plan covers hospitalization and surgery, medical care, and life insu 
ance. The other is life insurance only. Shall I break it dow: to 


how you are eligible? Mr. Lutes was confused. 

Mr. McCape. Please. 

Mrs. Marsianu. In order to be eligible for the package plan, every- 
one must be a member in good standing in the local. That goes w 
out saying. In order to be eligible for the first group, the employee 
must work fol a signatory house or a house who 1s making cont! 
tions into the fund every month. They must work for 3 consecutive 
months of at least 64 hours a month, and they must be to work the 
first to the fourth month. That doesn’t mean the first day of August 
or September, but the first scheduled day at work. The first of the 
month they might be closed or it might be their day off. After their 
appearance at work, the first of the fourth month, they are then el 
gible for the benefits. If they are just receiving medical care, noth- 
ing that necessitates an absence from work, they must continue to work 
at least 44 hours a month. If they are disabled, because of their ill- 
ness, to work, there is then a 90-day limit in which they may be car- 
ried for their benefits without payment into the fund for that par- 
ticular disability only. 

If you are laid up because of an appendectomy and while you are 
recuperating at home, no payment was made into the fund, and you 
were unfortunate enough to fall down and break your leg, you would 
not be covered, only for that one disability. 

When you are coyered for the package plan, you are also COVE red 
for the life insurance. 

This coverage of hospitalization and surgery is for the union mem 
ber only. Our only dependency clause is polio, or the death benefit. 
So if you are covered fo 
hospitalization and your 

Is that clear ¢ 

Mr. McCase. I think that explains the two types of coverages, 
Marshall. 

Mrs. Marsuauu. Those that are entitled to life insurance only are 
some of the retired members of the union who no longer w 
do continue to keep up their union dues. They are el de l ly and ¢ hance 
are they couldn't get any other type of coverage. ‘They must, how- 
ever, have paid their union dues for at least 12 consecutive months. 
They must never have been suspended. They must be in good stau 


r the package plan, you have your medical 
Soares 
li 


fe insurance. 


VK DU 


ing with the union. Some of them are working, maybe, In nonunion 
houses. but there is no contribution on the ret ired members or members 
working in a nonunion house pal into the fund for their life-insur- 
ance premium. That comes out of the general fund. I pay the pre 
mium in two different categories. Did you wish to know what it 
was ¢ 

Mr. McCase. Yes. 

Mrs. M ARSHALL. For every member that is eligible under the pac k 
age plan, I pay $4.79 per eligible employee. Then every month—I am 
always paying for the month back—every month the union gives me 
the number of lives on which they pay their per-capita tax to the 
international. I take that number of lives times a dollar. So if they 
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have paid—I don’t know what their tax is—if they have paid on 1,600 
members into international, | would pay $1,600 on the life-insurance 
portion of our policy. That will then include life insurance for those 
that are eligible under the package plan and those that are merely 
union members working in the nonunion houses; or merely keeping 
up their dues for the life insurance. 

Mr. McCarnr. Mrs. Marshall, you mentioned that these people are 
retired union members. 

Mrs. Marsuain. Well, I meant retired from work. They are not 
employed any more. 

Mr. McCane. Retired for what reason ? 

Mrs. MarsuaLt. Well, maybe they are too old: m: avbe somebody 
considers them unemployable; maybe they haven’t been very well and 
are not able to work. Maybe they are just people who were members 
of the union years ago and have just kept up their dues for what they 
consider to be very, very cheap hfe insurance, which it is. 

Mr. McCane. Is there any specific requirement that they be of any 
age or any physic al condition or any employable condition ? 

Mrs. MarsHAi. Not under those conditions. Ifa person came into 
the union. just came in from outside and said, “T want to join the 
union and I would like to come under your plan just on my own and 
pay for it myself,” they — | then have to have a physical exam 


ination at their own expens All this time you have to be a member 
of the union for any of ds things. They could then have a phys 
ical. That is the only time at which we require you to go to certain 


doctors. You must then 270 to the doctors that are recommended by 
the Occidental Insurance Co. If you are accepted, then you may 
pay your own premium plus your union dues. If,you aren’t then you 
are not in, 

Mr. GranaAm. Are any of the employers eligible ? 

Mrs. MarsnAnu. The owners? 

Mr. Granam. Yes, ma’am. 

Mrs. Marsnati. Yes. We have worked it this way: At the time 
an owner signs a union contract, he may, at that time, make payments 
into the plan himself. a a rule, most 7 them are not interested, 
as they have their own coverage: some p rl ate play 

Mr. Granam. Is that restricted to me wea of the couneil or ean 
any operator, who is 

Mrs. Marswaryi. Any operator at the time they sign a new union 
contract or sign a contract. That was a decision m: cache by the trustees. 

Mr. Granam. But they have to make payments in to cover them ¢ 

Mrs. Marswaun. Oh, yes. 

Mr. Granam. It was mentioned by Mr. Lutes that the union itself 
previously carried a life-insurance polic v on its membership; that is, 
they took it out of dues. The trust fund has assumed that: is that 
correct ¢ 

Mrs. Marsuatn. Yes. I don’t know just what the union had because 
I was not associated at that time. 

Mr.Granam. But it would mean again, to reiterate, nonparticipants 
in the fund; in other words, those who are not eligible for the welfare 
fund, for reasons that they have no employer contributing in their 
behalf, are, nevertheless, carried for life insurance out of the fund 
by payment of a dollar? 

Mrs. MarsHay. Yes, sir. 





s 
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Mr. Wetrmer. Mrs. Marshall, when did this welfare plan start? 
What year was it instituted ¢ 

Mrs. MarsHauu. June 1, 1952 

Mr. Weirmer. 1952 is when the plan was started. Now, these 
people for Ww — 1 no emp rc ver Is making a contribution and who are 
eligil le to recs » benetits under the Pp ylan—that class of peopie— { 
entirely when that no employer has ever paid contribution to the 
fund: is that correct ¢ 

Mrs. Marsuaun. There are those. 

Mr. Wetrmer. In other words, that can receive the benefit 


Mrs. MarsuantL. No; they can’t receive the benefits. I am sorry, 
I misunderstood you. 

Mr. Wevrmer. They receive the benefit of the life-insurance policy ; 
the beneficiary does? It is a life-insurance policy that they are eli 


gible for? 

Mrs. Marsan. What you mean is somebody mi; ent be eee for 
i house that is m aking no contribution into the fund and yet they are 
union members / 

Mr. Wev_rmer. That is one thing I mean. The other thing I wish 
to ask is this— 

Mrs. MarsHALL. Yes. 

Mr. Wenurmer. They are people who have retired before this plan 
was instituted and who have since become eligible because they are 
keeping their union dues currently paid; is that correct? 

Mrs. Marsuauyi. Well, when the plan went into effect as of June 
1952, we assumed this life insurance. 

Mr. Wetrmer. In other words, the other employers ure pay ing into 
the trust fund for these people, is that correct, although they are not 
working for any person ¢ 

Mrs. Marsnatn. I see what you mean. Well, yes, I guess you 
would put it that way. 

Mr. Wevrmer. In other words, they didn’t convert any policy from 
the time they quit work, but they became eligible mere lv because of 
union membership 4 

Mrs. Marsnauy. Absorbed, I think you would say. 

Mr. Weturmer. Absorbed into the fund. 

Mr. Granam. And conversely, the employees who xre working, and 
the payments which are being made in lieu of wages, are losing that 
much coverage which they might otherwise have: is that not correct ¢ 

Mrs. Marsuanti. Losing what coverage ? 

Mr. Granam. An employee who is working and whose employer is 
paying into the fund, in — of putting it into his pay envelope, they 
are taking that money, or part of it, to pay for life insurance for some- 
one who is not te because of union membership he is eligible 
for life insurance, and thereafter the workingman who is having 
this money paid in in leu of his salary is carrying this nonworking- 
man: is that not correct ¢ 

Mrs. Marsan. Well, I don’t think that you are quite correct there. 
This was granted in lieu of wages. If I am not mistaken—and you 
would have to check possibly with a union representative on this— 
when it came time to renew contracts in 1951, I believe they asked for 
a certain raise in wages. I have no idea what it was. Let’s just say 
it was a dollar across the board for everybody. That was denied. 


l, 
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I} ste ic ot he neg vrante 1 raise in wages, they were oranted a health 


and welfare play 


Mr. Granam. That what they call a fringe benefit. But every 
pavinent that is made into the welfare fund for one of the employees 
is in lieu of wages for him, working: is that not correct ¢ 

Mrs. Marsuarn. Yes It was granted in leu of a raise. 

Mr. Granam. Yes He, otherwise, would have been able to have 
gotten that 1m his paye ck, if th agreement were not made ¢ 

Mrs. Marsuauy.. I presume 

Mr. Granam. He, though. is denied the full benefit of the payments 
that are paid n there b Luise ertain amounts of that money are 
o for life insur ( r people who are not working. Is 
t t correct ¢ 


Z. 
— 


ng else here ? 
\pparently we are bringing out the point that people are receiving 
ome ( ive not entitled to them, I presume that 1s the 
line of questioning. Who are these nonworkers receiving benefits? 


Is if j ist the people who have retired ¢ 


Mrs. Marsuauz. The only sort of benefit a nonworker would receive 
would be the death benefit. 

Mr. McCape. Mrs. Marshall, isn’t it true that every member of this 
union Who 1s a member i xo00d standing, regardless of his ave, physi- 
cal position, or emplovab lity, Is covered automatically under this wel- 
fare fund for a lfe-insurance policy 

Mrs. Marsuann. Only if they have paid dues for at least 12 con- 


F } 
eC! ve months 


/ 


Mr. McCase. Every union member in good standing, whose dues 
rave been paid for tl e past 12 months, is the owner of a life-insurance 
pol i uid for by this welfare 1 nd:isthat correct ? 

Mrs. Marsuatn. They are entitled to life insurance many times 
when they would never come under the package plan, as we have dis- 


Mr. McCare. But automatically and specifically a union member, 
} ] 


with dues paid up for the past 12 months, has $1,000 life-insurance 
| 


policy, solely because of his union membership and his 12 mont 


is’ cur- 
rent dues ¢ 

Mrs. Marsnaun. That is my understanding. 

Mr. Hour. Mr. McCabe, at that point, how many employers in this 
particular fund pay extra now for their employees? How many people 
are getting a free ride on life insurance is what I want to know. 

Mr. McCape. That is an undetermined question. It depends on 
how many members there are in the union and those not presently 
em} loved. 

Mr. Hour. We have established a point. Please excuse me if I don’t 
vet this straight, but I want to understand it. Everybody that belongs 
to the union gets this life insurance; right ? ; 


Mr. Mc ABE, Yes, sir. 
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Mr. Hour. The employer, for so many number of employees, pays 
a certain amount Into this trust fund in lieu of a salary raise. What 
I want to know is, How many. 

Mr. Granam. Mrs. Marshall, can you tell how many employ al 
covered by the welfare plan? , . 

Mrs. M ARSHALL. It is vroing to fli tuate every Mio! th. 

Mr. Hoir. Well, an approximation, just a figure. 

Mrs. Marsnaryi. I would say there are between 850 and 875 a mo 
that come under the package plan. 

The Cuarrman. Individuals? 

Mrs. MarsHarty. Yes, sit 

Mr. Granam. In other words, conti ( ive made fort 

Mrs. MAarsHaun. Yes, sit 


Mr. GraHam How miwahny people are cove ed by ] fe 1msurinines 
you pay on the per capita basis 4 

Mrs. Marsunaun. Well, again. we go back to the list that I receiv 
from the union every month which is generally between 1,500 

Mr. Horr. Fifteen hundred or fifteen hundred and fifty peopl 
ting free life insurance—no, that many getting life insurance / 


Mrs. Marsnary, I don’t know. You are not going to find all of 
those. 

Mr. GraHuam. At least the difference. 

Mrs. Marsuaun. All of those people haven't been a member in good 
standing for a year. lam reasonably certain you wouldn’t find that 
many. 

Mr. Horr. In other words. four or five hundred. or half the dif 
ference ¢ 

Mrs. Marsnary. Yes, it will not be the whole difference. There are 
always people joining. 

Mr. Hour. Once again, if the council will excuse me, the rei 
ment as far as you are concerned, you get a list from the union of 
those who have paid their international per capita tax: Is that right 

Mrs. MarsiAui L vet that hgeure every month t t I base my ht 
nsurance on. 

Mr. How Yo vet a ro nd number from the unio 

Mr ‘ M ARSHALI | ovet the numvel from thew Ol. 

Mr. Hour. And t err requirement Ve \ mha that out il 
the union representatives, 

Mr. Mc ABE. Mii ; Mars ull will tel] us. 

Mr. Hour. The requirement is that they pay dues for 12 mon 
consecutively; right / 

Mrs. Marsu LLL. Wi are bac k ( the fe mnsurance / 

Mr. Horr. I am concerned ibout the people who are gett @ 11Te 


I 
| 
] 
| 


; ] ] } ] 
Insurance, three or 1lour hundred or how many there are, and some 


body else IS paying for thy coverage. Lhe rule are 12 months cor 
secutive dues / 

Mrs. Marsuauy. In order to collect for the life. That for life 
Insurance only, not if you come under the package pian. 

Mr. Horr. | am J ist talk lg about life insurance. 

Mrs. MarsHaun. Yes. 

Mr. McCapse. Mrs. Marshall. is a hohu Oh en plovee eligible for 


any beneht 4 
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Mrs. MarsHatL. No: thev must be a member in good standing with 
the union. The only nonunion people that would come under the 
plan at all would be an e plover. 

Mr. Granam. But are employers required to make payments on 
all of their emplovees regal lless of their wnion membership or not ? 

Mrs. Marsuaun. Yes. Every person that goes to work for an em- 
ployer is supposed to be paid upon the assumption that within the 
requisite nun ber of davs., and I am ouessing but | think they have 
30 days to join the union. I may be wrong, that they would have made 
application to and started payment of their initiation into the union. 

Mr. Hour. Are there any employers that belong that don’t con- 
tribute ? 

Mrs. Marsan. Yes. You mean that have union houses? That 
have union cards ? 

Mr. Hour. Yes: that don’t contribute. 

Mrs. Marsnaun. Yes: they come under the category of collection 
problems. 

Mr. Hour. Collection problems? 

Mrs. Marsuauty. If you owed me some money, I would want to 
collect it. 

The CHarmman. Mr. Counsel. I want to still continue on this. I am 
not sure that I quite understand 1 

From your statement, the employers are paying for approximately 
975 employees; right ? 

Mrs. Marsuaty. Well, they are going to be paying for more, be- 
cause some people, if they worked a hundred years, would never be 
eligible for the plan. T hey would never work 64 hours a month. 

The CHAIRMAN. KE mplovers are paving for 875; is that correct? 

Mrs. Marsuany. They are paying for more than that, but that is 
the number, approximately, that are eligible. 

The CHatrmMan. One thousand five hundred are receiving some- 
thing: is that correct ? 

Mrs. Marsan. Receiving something ? 

Mr. Horr. Life-insurance benefits. 

The CHarrman. Are they not receiving life-insurance benefits ? 

Mrs. Marsnarn. There won’t be that many. 

The CuatrMan. How many are receiving the life-insurance bene- 
fits? I thought vou said 1.500. 

Mrs. Marsnaur. That is the number that they pav the per c apita 
tax on in to international. But I don’t believe all those people that 
they pay a per ¢ — tax on have to have been a member in good 
standing for a year, but I can’t tell you that. I don’t know how they 
base their per c apita tax. F 

The Cratrman. How many people are receiving benefits of some 
type in this group? How many workers would you say? 

Mrs. Marsuauy. Eight hundred and some a month would be eligi- 
ble for them. 

The CHatrman. Eight hundred and seventy-five. No more are re- 
ceiving benefits of any description ? 

Mrs. Marsnaty. It = fluctuate each month. It will go up now 
for the balance of the vea ‘and then it will go down again. 

The CHatrman. Are you paying out benefits in any way to any 
others than the individuals for whom employers are paying? Let us 
word it another way. 
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Mrs. Marsuatni. Not in the package p lan. It would be if one of 
these people passed away that were eligible for the death benefit that 
possib ily was not emp loved, that was retired. 

Mr. Hour. How many of those are there ? 

Mrs. Marsnatn. That are retired / 

Mr. Hour. Well, that would be eligible for a death bene 

Mrs. Marsuauyi. It would be pretty hard for me to know. 

Mr. Hott. Appr ximately. 

Mrs. es ‘LL. Well, it would be awfully approximate. 

Mr. Hour, O. K., make it awfully approximate. 

Mrs. es, L. Aside from being eligible for the package pl in é 

Mr. Hour. Yes, ma’am. 

Mrs. Marsiauyu. I will wildly guess 300, 

The CrarrMan. j think in a general way what we are etryu g to get 


at here in sort of a layman’s way is how many people are receiving 
benefits who have in no way p rovided an vy payments into the fund ot 
who have not provided, y vou might say, any work, or not provided any 
work. I think that is what we are trying to get. Apparently the 


question arose and it is not clear in my mind. 

Mrs. Marsnauy. The only ones who would receive anything, and 
they wouldn’t receive it because they would be out of the picture, would 
be the beneficiary of the union member who died, who was not em 
ployed any place. 

The CHAIRMAN. No one else is recelving benelits other than the 
survivors or people who have retired: is that correct / 

Mrs. Marsuaui. Those are the only ones. 

The Cnarrman. That is. outside of the regular people who are en 
titled to it? 

Mrs. MarsnaAuy. That is right. Everyone else must have a remit 
tance made on them before they are ever entitled to any benefits what 
soever. 

The Cuarrman. This retired group, how large is that? 

Mrs. Marsnatu. That was the one that I was wildly guessing at 300 

The CuarrmMan. What would be their ages, approximately ? 

Mrs. Marsuauu. Well, some people are fortunate enough to retire 
in their forties, some go on until they are in their sixties. We have 
some members in their seventies. We have a few that are in their 
eighties. 

Mr. Granam. Mr. Chairman, it isn’t restricted to just people who 
have retired. It is restricted to anybody that has their dues paid up. 

Mr. McCane. Isn’t it possible, then, for a 20-year-old member of 
this union whose dues have been paid up for the past 12 months who 
is not employed, and for whom no contribution is being made, to 
nevertheless be the owner of a $1,000 Side: ienuetiaien odlier’ 

Mrs. Marsuaui. That is my understanding, unless we come up 
against something I don’t know about. 

Mr. Granam. And he may even be working in some other profession 
or trade, as long as he keeps his dues paid up ? 

Mrs. Marsnaiy. That is my understanding. 

Mr. McCase. So there is no practical limits on the estimate of the 
members for whom this life insurance is available ? 


Mrs. Marsuauu. No; I guess not. 








(J Ml \\ ( Oo { ( Vy to pay s I 
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yor ms and you use the surplus of premiums to carry on some of the 


Mr. Granam. Is it true that you do not use al of the payments in 


1 eTe muy hnsural a rol the people ? 

Mrs MIarsn LI J ta certa percentage s paid to the insurance 
ompany every month for our premium. 

Mr. Granam. Then you have so much left over ? 

Mrs. Marsan. We have a certain amount left over every month. 

Mr. Granam. Then from that you can pav the life insurance fo1 
the e for whom n ontributions are made. s that correct ? 

Mrs. MarsnHantn. Yes 

Mr. GranaAm. Then that. in other words, deduct from the possi 

rance coverage for those people for whom contributions 
ire be g& paid, be use you are spending the money for those who are 
not having contributions made ? 

Mrs. Marsnann. Well, I can’t see that they are denied any of their 


coverage. We are paying the premium for what their coverage is. 
Mr. Granam. You could buy more insurance for them, though 
ldn’t vou ? , 

Mrs. Marsnarn. That is what we are planning to do. 

Mr. Granam. That is, if you used it all. 

Mr H LT. Doesn’t the point boil down to th =. and I would like to 
vet this into a capsule. Ex ‘use me for interrupting, I will make this 
one statement. What it hoils down to is that money goes from the 

rp! of this fund and pays the insurance for those who are not 
contributing, or who are retired, or their employers are not contribut- 
yr. Isthat what it boils down to? 

Ir. McCanr. Yes. 

The CnHatmman. Do you agree with that, Mrs. Marshall ? 

Mrs. Marsnauyu. I hope we are all thinking about the same thing. 
Mr. Hour. What we are trying to do is to set up rules and regula- 
tions for the country. These things are all about the same. The 
restaurant workers in San Bernardino are about the same as in Rich- 
mond, Va. 

Mrs. Marsnary. I think we are all speaking of the same thing. 

Mr. Horr. We do not mean to be critical, but the point is that on 
some of these people whose ( ontributions are not being paid for, they 
are getting a premium paid for them out of the surplus of your 


1 


fin ds. 
Mrs. MarsHaty. Out of the general funds: yes. 
The CHarrmMan. Questions? Mr. Lucas. 








Mors. Marswanyn. J don’t Itiply vi _ but ( \ 


fi ! out what k i ol reserve ye ire ne in iting. 

Mis. MarsHaun. We t pu e 10 percent of ¢ e el 
month into a res rve. ‘That hn the trust agreement. Wet 
10 percent of \ itis left and put it into a Savings account. 

Mr. Lucas. Mrs. Marshall, has there ever beet y compla 
brought against the manne which you have administered the fund 
or the trustees have adm tered the fu al ¢ 


Mis. MarsHatyu. Yes. 

Mer. Lucas. Where do those complaints arise 4 

Mrs. \IARSHALL. Krom union employees. 

Mr. Lucas. From possible beneficiaries 4 

Mrs. Marsuaui. From people who have not been happy with thi 
amounts of their claims or the fact that they were denied claims. 

Mr. Lue \S, Have you had in\ complaints Prom mal wvement a Lo 
the manner in which the fund has been operat n 

Mrs. MarsHauu. No. 

Mr. Lucas. How much does it cost to operate this fund annually, 
Mrs. Marshall? What is your overhead ¢ 

Mrs. MarsHaru. I brought an audit. 

Mr. Lucas. That is what I am leading up to. Are your bo 
audited annually 6 

Mrs. MarsuaAun. Yes. We must have an audit every vear at the end 
of our fiscal year. 

Mi. Lucas. Are the full financial circumstances of the fund eive 


out to every beneficiary or possible benetir IArVv Ol] very nO ¢ 


/ 
y 


plovee, and every person who is interested ¢ 

Mrs. Marsnann. If they wanted to know 

Mr. Lucas. It is made publ ce, in other words ¢ 

Mrs. MarsHauu. Yes. 

Mr. Lucas. Tas a citizen could come in and ask you questions about 
it and you would reveal it to me? 

Mrs. Marsuwatr. I don’t know that I would as to just anybody who 
walked in the door and said “What is vour financial stand o” | 
would more or less want to know why they wanted to know. But any 
employer could come 1n and ask and if a union member r was interested 
enough to know what the standing of the fund was they could cer 
tainly know. 

Mv. Lu \S, But vou do try to get them acquainted with this fund: 
do you not / , , 

Mrs. Marsnauu. Yes. I don’t with the mechanies of the financial 
part, but I do try to let them know how it works, and why it WorKs. 

Mr. Lucas. How do you do that, through the union leaders or 
through the secretary of the union / 

Mrs. Marsnaun. They come to the office. We have our schedule of 
benefits, which I have seen floating here. 

Mr. Lucas. I have seen that. Is that distributed to everybody in 
the union 7 

Mrs. M ARSHALL. Yes. The union agents have them at dl they can 


take them into the houses at any time, 
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Mr. Lucas. One last question. Have you ever been inspected or 
have your books ever been audited b vy any public authority, either by 
ihe State or the c ounty or the city or the Federal Government. 

Mrs. Marsuauu. No, 

Mr. Lucas. Then you fee | yourse lf in no wise re sponsible to re port 
to any one other than to the trustees as to how this fund money is 
being spent ? 

Mrs. Marsnaun. Well, I have never had to be responsible to anybody 
but the trustees. 

Mr. Lucas. I am thinking of you as an administrator of.the fund, 
not you personally working there. The fund is under no requirement 
under any law? 

Mrs. Marsnauy. I am wrong. We have had—once the auditors 


came out from Occidental. I had forgotten that, it was so long ago. 
Mr. Lucas. That is private. Occidental naturally is interested, 
because they are guaranteeing it. They are part of it, in fact. But 


your State has never audited it, your county has never audited, and the 
Federal Government, Social Security, or any agency of the Federal 
Government, has not looked at it ? 

Mrs. Marsnauu. No, sit 

Mr. Li CAS. Then there would be no check on you if the trustees 
themselves were to decide, both management and labor were to decide, 
to increase the benefits be yond the actual income, or were to decide, 
for instance, to raise your pay to $10,000 a month, would there be ? 

Mrs. Marsnu ALL. Not to my knowledge. 

Mr. Lucas. There would be no public authority to prevent ? 

Mrs. Marsnatu. Not that I know of. 

Mr. Lucas. That is all I wanted to know. Thank you. 

The CHarrman. Mr. Miller? 

Mr. Miniter. Mrs. Marshall, I believe it has been stated here by your- 
self and counsel that there are certain people who are receiving life- 
insurance benefits that are making no contribution, or practically no 
contribution, and others making enough aiotiaatien that they are 
more than paving their way. I would like to know how one becomes 
or gets into the position where he can get this life insurance without 
making a contribution. It wasn’t quite made clear to me. Or am I 
wrong about that ? 

Mrs. Marsuaun. No. I will be happy to go over that. If an in- 
dividual should go into the union and make application to join the 
union, and pay their dues for 12 consecutive months, never be sus- 
pended for any reason, at the beginning of the 13th month they would 
then be eligible or their benefici: iry would be eligible for the death 
benefit. 

Mr. Lucas. And during this 12-month period, he has made no con- 
tribution ? 

Mrs. Marsuauu. He has paid his union dues. He would be eligible 
for life insurance only. 

Mr. Lucas. Is a part <d that dues contributed to— 

Mrs. Marsnatu. No, si 

Mr. Lucas. How does one qualify to become a member of the union ? 

Mrs. Marsuany. Oh, dear, I don’t know. I don’t know whether 
there are certain qualifications to be a union member or not. T can’t 
answer that. 
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Mr. Lucas. Then providing that one can qualify, in order to get the 
benefit of this life Msurance free, all he has to do is to be¢ ome a mMem- 
ber of the union and pay his dues for 12 months ¢ 

Mrs. Marsuauyu. Twelve consecutive months. That has always been 
my understanding. We have never had any question on that. 
Nothing has ever come up to show that that was not correct. It may 
come up, and Im L\ have been wrong, but it hasn't to date. 

Mr. Lucas. Have you ever had any figures to show whether or not 
that is paying out ¢ Is that man paying his way or is he vetting in 
surance for nothing ¢ 

Mrs. Marsnaun. Well, I believe that they do have a—would you call 
It a eraph or chart every Vear ¢ | have to sel Lina lst of ages of 


the union members, and then IT imagine they arrive at something from 
that. I have never had a copy of it. I assume Occidental makes 
those graphs and « harts on life insurance. 

Mr. Granam. The question ll he recely ng that benefit for 
nothing, for no payment whatever on his part into the fund / 

Mrs. Marsnann. Apparently he is. 

Mr. Miuver. ‘That is rather cheap life insurance. I was very much 
Interested in it. I have ever been able to get life insurance ‘ n that 
basis. ‘That is all. 

‘J he CHamrmMan. I don't know w ether We have is ed, but who n ide 
the arrangements fo he pl 7’ of this insurance ¢ I a4 


Cf l Ll 
Mrs. Marsnaun. Well. of course, it was all set out before I came into 
the picture. But if 1am not mistaken, at the time this was granted 
in lieu of a raise in wages, the union—by the union, I always mean 
the officials and any committee that was designated and the em 
ployers council got together and probably talked over insurance and 
talked to various agents. 

The Cnarmman. Am I to understand from what you say that the 
employers and the union leaders got together and between them se- 
lected a broker and placed this insurance; is that correct ¢ 

Mrs. MarsuaAun. That has been my understanding. 

The Cuamman. The contract is held with the Occidental ? 

Mrs. Marsnaun. Yes,sir. They underwrite our insurance. 

The CuatrmMan. That is the Occidental Life Insurance Co. Where 
are they located? Here? 

Mrs. Marsuauu. Here. 

The Cuairman. Did a broker handle that ? 

Mrs. Marsuauyu. Yes: there is a broker. 

The CiratrrMman. What is his name? 

Mrs. Marsuauu. Earl Lever. 

The CuarrmMan. He is in business here in Los Angeles ¢ 

Mrs. Marsunauu. No, Los Altos, close to Palo Alto. It is right near 
Palo Alto. 

Mr. Horr. That is about 300 miles up the coast. 

The CrarrMan. He isa regular insurance broker; is he ? 

Mrs. Marsnauu. Yes, sir. 

The Cuarrman. I want to ask one thing and then I think Mr. Lucas 
and Mr. Holt have questions. The purpose ot these hearings is to 
figure out the necessity for and the type of regulation of union welfare 
funds. Do you have any suggestions in connection with that which 
would help us? 
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Marsnatye. Well, I] ive often wished that instead of every 


little local having their own little group, that possibly ilinary groups 
re ¢ olidated, retail clerks could be more consolidated - 

I an peaking O1 from the on standpoint—insteac ot everybody 
iving somet ne ¢ ferent a everybody complaiming about some 
ng eise. It seen to me with time and patience could be divided 
to sectis or territories or districts. Mavbe it an have to be 
ceographically, by population or sor ething. That would be so many 
Oo . 7 { ore or less the ame type of cover we, That 
for one particular reaso I am employed in Santa Barbara. I 
lenve because the seasor s bad, but it is a oreatl deal better n the 
San Bernardino are All right: lL take a withdrawal from that union, 
\ traveling card. I should say. And then they deposit a traveling 

ira nt lo i| si Be i tho They nave peel covered. maybe, 


n Santa Barbara. Then they come down here and they must wait 
to get a job, and they must wait another 90 days eo requisite 


number of hours, until they may be covered agall A lot of eR 
orkers are hat | ill season il, and they vo from hin al to local, 
( oto where Jobs are a\ lable. They are always losing out. They 


ever quite make it before tl e Senson 1s over, Al al the they start watlt- 


for whatever the particular waiting period the new plan ts. 
Phi re all d flerent They miaV vary from 10 days: they may var’ 
l Oul B tthev are always os hoe out. I she | id t nk that it could 
“4 orked out where it would be more consolidated If they work this 
\ et them up, rely they could ork this hard to consolidate. 
| (‘HamrMaNn. Asto regulation for the purpose of safety of funds 
nad. Ve ! ont sav, the ifeouard ho ot tund for the benefi ries, 
tO Ve favor pubhe regulati for that purpose 4 
Mrs. Marsnans. I had never thought of it until you asked Mr. 
Late .and sil ethel | ivel md ti etothinka Out if. 
Che Crnamman. Would vou be inclined, if vou favored regulation, 
ivor Federal or State? | 
Mrs. Marsuann. Well, T don’t know. IT should think maybe State, 
because following my thinking. IT would think that mavbe it would 
bi ore or less consolidated state ( rather than nationwide and, 
therefore, vo would want your supervision more statewide than 


| e CHAIRMAN ‘| rie } urpose of tf wol ld not be to run these funds 
but te ure protection: that is all: safety of h andling of them. 
Mrs. Marsiauyi. I was think sarabit aanné fit the uniictalby. 
Phe Carman. Yes. Well, Iam glad to have your comments in 


onnection wit] that. he ise Wwe are seg king to get that. in order to 
ugvest les = on, as | a d here in the been ] ing of the hearings. 


Mr. Lu iad asked fon questions, 

Mr La cas. I failed to get the approximate figure from you of how 
mucl cost to operate your fund, Mrs. Marshall. What is your ap- 
proximate cost ot operation annually in proportior to the amount of 
money you rece ve or disburse ? 


1 


Mrs. Marsnaty. I haven't the faintest idea and that is the reason I 
brought the audit. I knew I wouldn’t remember. 

Mr. Li CAS. How many people have vou on the pay roll of the fund ? 

Mrs. Marsuary. A collector and myself. . 

Mr. Lucas. Does anyone get any ot her money from it other than the 
actual beneficiaries ? 
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Mrs. Marsuani. No; no other salary. 

Mr. Lucas. No other salaries ¢ 

Mrs. Marsnaru. No, sir. 

Mr. Lucas. Are any fees paid to the broker per month ¢ 

Mrs. MarsHaui. Yes, sir. 

Mr. Grau AM. You pay a premium each mo} th, do you! ou! 

Mrs. Marsuauu. Yes, sir. 

Mr. Grauam. Then in addition to that, do you pay any fee to th 
broker ¢ 

Mrs. MarsuHauu. Yes. 

Mr. GranAm. What is that? 

Mrs. Marsuauu. To Mr. Lever. 

Mr. GrauAm. What is it? 

Mrs. Marsuauu. Four percent of the monthly premium. 

Mr. GraunaAm. That is not commission, is it? 

Mrs. Marsuatn. Well, I always just considered it the broker's fee 
That was my interpretation of it. I would not know the differenc 
between the two. 

The CuairmMan. Four percent of what 

Mrs. Marsuatni. Administration fee. 

Mr. Granam. Of the premium. You pay 4 percent administratic 
fee ? 

Mrs. MarsHauu. Yes. 

Mr. GranAm. And that is in addition to the amount of commissio 
that Mr. Lever makes, is that correct ¢ 

Mrs. Marsuauy. I don’t know anything about any commission he 
makes. 

Mr. Granam. That would be paid by the insurance company ? 

Mrs. MarsuHatni. I would think so. 

Mr. GranaAm. In addition to the premium you pay, you pay an 
additional | percent to the broker each month: is that correct ¢ 

Mrs. MarsiAuu. Yes, sir. 

Mr. McCasr. Summing it up, 1f I may, Mrs. Marshall, you have 
office expense, salaries, plus an additional f per ent which Is pa add 
rectly to the broker, Mr. Lever, in Los Altos. 

Mrs. MarsHauy. Yes, sir. 

Mr. Granam. Mr. Chairman, in line with a reply she made about 
the transient employee from Santa Barbara over to San Bernardino 
and so on, IL have a question. 

The CHatrMan. Proceed. 

Mr. Granam. Even though that person works but a short period 
of time and never becomes eligible, payments in lieu of wages are 
being made into the various funds? 

Mrs. MarsuHatu. Yes, sir. 

The CuatrmMan. Mr. Holt. 

Mr. Hour. I want to thank you for being very patient, by the way. 

Mrs. Marsnatn. That is quite all right. 

Mr. Hour. This audit that you have taken, who prescribed who 
takes the audit, and who does it? 

Mrs. Marsuauu. We have to have a certified public accountant. 

Mr. Hour. Was it one in San Bernardino ? 

Mrs. Marsuauu. No; we had one in Riverside. This local or this 
plan covers local 535, which is in San Bernardino and Riverside Coun- 
ties. We have felt you should sort of distribute your services be- 
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tween the two places. So we have picked this one particular man the 
first year. We liked him very much; we liked the type of service he 
gave, ind | imagine he will continue to do our yearly audit. 

Mr. Hour. What was done when the audit wastaken? In what form 
was it published? How was it distributed ¢ 

Mrs. MarsuaAuu. In booklet form. 

Mr. Horr. Was it mailed to all the members ? 

Mrs. Marsuaty. No. They mailed us about a half dozen copies. I 
kept 1, and the union has 1, and various trustees had 1, and I cannot 
pos bly remember W et} er | mailed l to Mr. Leve ror not. 

Mr. Honur. Wasa report made for the participating members of the 
fund’ Did you make out any sort of a yearly report ¢ 

Mrs. Marsuaui. No, I have never made out a yearly report. I do 
not know whether the union secretary gives any sort of a financial 
statement of the fund at the union meetings or not. I do not attend 
those, of course. 

Mr. Horr. As administrator of the fund, it was not your task to mail 
them out ¢ 

Mrs. Marsnauu. No. sir: it has never been asked that we mail them 
out. ‘| hat would bean expel lve procedure. 

Mr. Hour. What is the condition of the surplus of the fund? Has 
It grown since 1952 ¢ 

Mrs. M ArsHALL. Yes, sir. Gradually It OTOWS a little bit each 
month. 

Mr. Horr. About how much ? 

Mrs. Marsuauyu. Well, we have a little over $21,000 in the savings 
account, and then each month, by the end of the month, our checking 
account is around $30,000, and then you pay your bills and taxes, and 
then vou bring it down, and then the contributioi start to come in 
again and you build it up again each month. Of course each month 
so much must be put into the savings. 

Mr. Ho rt. To make this a matter of a complete record in this one 
case, should we not put the audit into the record ¢ 

Mr. McCanre. Yes. sir. 

Mr. Hour. Secondly, Mrs. Marshall, Mr. Graham mentioned there 
is 4 percent of the premium that goes to the administration of the 
fund 2 

Mr. Granam. That goes to Mr. Lever for administration. 

Mr. Horr. Mr. Lever is located in Los Altos? 

Mrs. Marsnanyu. Yes, sir. 

Mr. Hour. When an employer has a difficulty under the package 
plan, the health and accident, they notify you; is that correct? 

Mrs. Marsnauti. When they have a claim? 

Mr. Hour. Yes. 

Mrs. M ARSHALL. Yes. The ( laims are all supposed to go through 
the office. Thev are all processed there. 

Mr. Hour. What do you do with it ? 

Mrs. Marsuau.. First I must establish their eligibility. I must e:- 
tablish whether they are a member of the union in good standing. 

Mr. Hor. How do you do that? 

Mrs. Marsuany. Of course I have a record of all the payments, and 
every member has a little individual card, where the hours worked 
are noted. 

Mr. Hour. You have that in your possession ? 











WELFARI AND PENSION FUNDS IN LOS ANGELES AREA 
Mrs. MARSHALL. Yes. Then. there are certanu procedures for fi v 
a claim. We have a form, and there are types of bills, how they mus 
be submitted, wording, and so forth. Once or twice a week, depend 
on the number, they are submitted to Mr. Lever’s office to write out 
the drafts. That is the payment of the claims. That writ { 
the che ks, 

Mr. Hour. You mail those to Los Altos / 

Mrs. Marsan. Yes, sir. 

Mr. Horr. The headquarters of the Occidental Insurance Co. 
n Los Angeles ?¢ 


: Mrs. Marsuauu. Yes, sir. Then they are mailed back to me. 

Mr. Horr. What if there is a dispute ¢ 

Mrs. Marsuaun. Then there is a flurry of correspondenc 

: Mr. Hoir. What happens? 

Mrs. Marstauy. Whoever is right wins. 

Mr. Hour. How is that adjudicated between San Bernardino cl 
los Altos? Does the nsurnance company send out an adyustel 
hvestigator, o1 do vo i have to do all of that ( 

Mrs. MEARSHALL. | ado it a I, ex eprt one time when it just Vol 
beyond me, and T just threw up my hands and they came out from 
Occidental and they threw up their hands. But as a rule, it rather 
imicably settled. sometines it is merely a misunderstanding. some 
times it is a clerical error. Sometimes it 1s Just procrastination 
the part of the claimant. But I would Savas a whole our claims have 
been very, very amicably settled. 

Mr. Hour. Do you have any idea, 1t Seems strange to me, bv] is ag 
the metropolitan ( 1t\ of Los Angeles, why the fm ad was set up i Lo 
Altos ? 

Mis. Marsnauyi. I don’t know 

Mr. Horr. Is Mr. Lever a specialist 4 This Sa spec ity. ) you 
snow 1f he isa specialist in these types of funds? 

Mrs. Marsuauu. Yes: he is. 

Mr. Hor lr. Does he have other ( ulinary fu ds? 

Mrs. Marsnaus.. | believe quite a number. 

Mr. Hour. You brought up a very interesting point and a vei 
constructive suggestion that I want to thank vou fon I know that a 

° lot of these workers who belong to the unio vou are associated W h, 
do travel around, particularly resort work, and move from one end 
of the State to another. No one wants to spend all summer in Palm 
Springs. They could move from one enc to the other. That isa very 

= constructive sucgestion and could be looked Into further | Waht to 


thank vou for that. 

The Cuatrman. Mr. Miller and then counsel, and then we will re 
cess for 5 minutes. 

Mr. Minurr. Mrs. Marshall, I wish to compliment you on the 
straightforward, intelligent manner in which you have answered the 
questions. I am still intrigued by this free-ride life insurance 

Mr. Hour. They don't have that in Kansas, do they ¢ 

Mr. Miiturr. Not to my knowledge. 

Could you tell me about what percentage of these people who are 
covered at all are having this free ride, about how many / 

Mrs. MARSITALL. No: | can't possibly because well, just because | 


' can't. 
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Mr. Miitier. Wouldn't you have some idea, even if it were vague, 
as to how m: uny peop le have been ridin gy on the backs of other people, 
ap pare ntly ¢ 

Mrs. Marsuauy. Well, I made a wild guess at 500 for something, SO 
I will just stick to my 300, because I am sure it is highly inaccur: ate, 

Mir. Miniter. You have a total of about 1.500 insured altogether - 1S 
that right? 

Mrs. Marsuauy. Members of the union, but they are not all covered, 
sir. Some of them will never be covered. We went into that. 

Mir. Miu LER. About how mwany would be covered / 

Mrs. Marsnau.. Under the package plan / 

Mr. Miuier. Well, the package and unpackaged, that is, under the 
total? 

Mrs. Marsnati. Combining the two kinds, I should say maybe 
1.050 to 1.075. 

Mr. Mixuer. In other words, about a third of them, then, are what 
I would eall free riders 

Mrs. Marsuauy. I hate to make a definite statement on anything 
like that, when I just don’t know. 

Mr. Miter. It is just an approximation. The principle is the thing 
I was aiming at. Don’t you think that if you could get rid of these 
free riders, if you just eliminate that phase of the whole thing, that 
your insur: wce woul | be bette ; you cand | e@ ithe r lesse n the premiums, 
lessen the charge on those who are paying their way, or at least you 
would have greater reserves, stronger insurance ? 

Wouldn’t it strengthen your company if you could get rid of those 
who are—— 

Mrs. Marsnuatr. I think that is an awfully embarrassing question 
to ask me with some of the union members sitting here. 

Mr . Mitier. Very well, I will not ask you to answer it. I just raise 
the question. 

Mrs. Marshall. I will think about it. 

Mr. McCane. I have two points, Mr. Chairman. 

Mrs. Marshall, I wonder if you could tel] us for the record how, and 
taking the figures from your audit, what was the average amount paid 
each month for insurance premiums? 

Mrs. Marsuauu. We average between $5,200 and $5,700 a month 
for the premium. 

Mr. McCase. Between $5,200 and $5,700 a month for this insurance? 

Mrs. Marsway, Yes, sir; that is the premium paid Occidental. 

Mr. McCane. And the other point I had, Mr. Chairman, is to sug- 
vest that the papers Mrs. Marshall brought in response to the subpena 
be accepted for referen e. 

The CHatrmMan. Without objection it is so ordered. 

Mrs. Marsnaryu. The trust agreement and our two audits. Those 
are the ones you can keep. Did you want all of these others things, too? 

Mr. McCapse. I would like to keep them temporarily. 

Mrs. Marsnary. Will T get a receipt? 

Mr. McCane. I was going to suggest that that would be possible. 

Mrs. Marsnauyi. I would like to have a receipt. I might be killed 
on the way home or something. I brought the various things that I 
thought would be pertinent. I brought the agreement the trustees 
signed and so forth. 

The Cuairman. Have you finished, Mr. Counsel ? 
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Mr. McCapse. Yes, sir. 

The Cuairman. We plan to recess for 5 minutes and then resum« 
With one more witness. Before we recess, there was one paper which 
didn’t have its photographer here. Would you mind posing for a 
other picture / 

Mrs. Marsuaun. All right. 

The Cuatrman. We will recess for 5 minute 

(Brief recess. ) 

The CuatrmMan. The hearing will please come to order. 

All right, Mx. Counsel, the next witness? This will be the fi 
one before lunch. 

Mr. McCanr. The next witness, Mr. Chairman, is Mr. Joseph Gee 

The CuatrmMan. Mr. Gee, raise your right hand and stand. Do you 
solemnly swear you will tell the truth, the whole truth, and nothing 
but the truth, so help you God ¢ 

Mr. Gere. I do. 


TESTIMONY OF JOSEPH GEE, BARSTOW, CALIF. 


The Cuairman. Proceed, Mr. Counsel. 

Mr. McCane. Would you state your full name, please / 

Mr. Ger. Joseph Gee. 

Mr. McCane. And your address ¢ 

Mr. Ger. 20 East Main Street, Barstow. 

Mr. McCase. What is Your occupation, Mr. Gee ¢ 

Mr. Grr. I operate a cafe with my father in Barstow 

Mr. McCabe. For how long have you been 1) this busi eSS 

Mr. Ger. For the past 14 years. 

Mr. McCasre. For the past 14 years ¢ 

Mr. Ger. Yes. 

Mr. McCapr. Have you had dealings with labor orga ZAtIO 
your capacity asa cafe operator ¢ 

Mr. Ger. Yes, sir. 

Mr. McCane. Over how long a period ¢ 

Mr. Ger. The past couple of years. 

Mr. McCase. Could you state how many, approximately? Is 
2 or would it be 34 Yousay a couple. 

Mr. Ger. The past 2 vears. 

Mr. McCanr. With what union have your dealings been car 
on ¢ 

Mr. Ger. Culinary Workers Union, local 535, at San Bernardino 

Mr. McCapse. Local 535 at San Bernardino / 

Mr. Ger. Yes, sir. 

Mr. McCapse. In the course of these hegotiations, the dealings wit 
this local union, have you had occasion to beconi ! olved ha 
cussions relating to welfare funds ¢ 

Mr. Ger. Yes, sir. 

Mr. McCasr. About what time? Could you fix the date at which 
those discussions occurred ¢ 

Mr. (TER. Well, it beeins in some tine i) the early part ol miay! 
January or February 1953. That was when we first were approached 
by the union, the secretary, Mr. Rees 


Mr. McC ase. Would you spell his hame, please / 


/ 
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Mr. Geri I believe it is R-e-e-s Mr. Rees wanted us to sign a con 
tract with them to make our cafe become a union house. At that 
me, I believe, our cafe was not union, and Mr. Rees come in and 
inted us to | ist plainly o) i contract and become il union house. 
We told him at that tin e one of om employees ive members. How 
could we merely sign a contract and become a union house? It would 


be mii hy hore propel f he wo ild I ilk to the emplovees first. vet the hh 


fo yon a nion, ana core mie} chothien the tik: ite un contrac 
Mr. McCaner. Do you know whether he did talk to vour employees ¢ 
Mr. Ger. He n elt hive I don't ~ oir 
Mr. McCarr. Did there come a time later o vhen vou signed 4 


ontract with this local union ? 
Mr. Ger. Yes. 
Mr. McCarne. What date did that occur on: approximately ¢ 
Mr. Ger. Sometime in March, I believe. 
Mr. McCapne. That would be March of what year? 
Mr. Grr. 1953 
Mr. MceCape. What did that contract prov cle @ 
Mir. Gres Well. n that contract there was this so tilled health ane 
elfare, and wage scales, and working hours, and so forth. 
Mr Nice LB! What was the he ilt] wha welfare clause hn this con 
tract, to the best of your recollection 4 


Mr. Ger. Well, T believe in the health and welfare, in the contract 


there i clause that said we have to hereby agree to certain trust 
iwreements, Vv hich pro de contributions by us at 50 cents a clay per 
©) plovee to th - healt] wid welfare fund 

Mr. McCari Phis wa corporated as part of vour contract? 

Mr. Grr. Yes, sir. 

Mr. McCane. That is, the requirement that you pay 30 cents per 
lav per employee into the health and welfare fund 4 


Mr. Ger. Yes 

Mr. McCarpe. Did vou make that payment 4 

Mr. Grr. No, sir. 

Mr. McCarr. Why not ? 

Mi (ORE, Well, at the time the contract was hnevgot ated, wh ich Wis 
negotiated very reluctantly, Mr Rees ipproacl hed us several times and 

e told him we would not sign a contract unless the emp lovees bee; name 
members of the union, but sometime in March, Mr. Rees approached 
inv father with “Either you sign a contract or vou get the picket line.” 
\nd very reluctantly Dad signed the contract to keep away from 
hay ine the pu ket line. 

(lso on the mening of the contract, this health and welfare came 
ip, and it was our understanding we would not pay into the fund 
un til our emplovees hein members of the union, which they never 
did. and which we had never made any contributions on at that time. 

Mr. McCanr. You are telling us, then, that you signed this con- 
tract under which vour employees, if they were union members, would 
receive health and welfare benefits, and — further you refused 
to pay the health and welfare premiums for those employees until 
or unless they became members of that union; is that correct ? 

Mr. Ger. Yes, sir. 

Mr. McCane. You mentioned the fear that, I believe, your father 
had about pickets 


Mr. Ger. That is 1 
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Mr. Ger. I understand he is the collector for them. 

Mr. McCapre. He is the collector for them ? 

Mr. Ger. Yes. 

Mr. McCase. I might note that Mrs. Marshall mentioned in her 
restimony th ere were two e ployee Ss. herself and a collector. 

Mr. Horr. I understand. Thank you. 

Mr. McCabe. Your first contract expired, as your testimony indi 
ates, Mr. Gee, in Februag ry, approximate ly of 1954. It was renewed 
in approximately July of 1954, as you have testified. You have also 
ae that several people talked to vou about this contribution 

» the health and welfare fund between the months of February and 
ttagit 1954. 

Now, during that period did there come a time when you received 
iny threats to do bodily violence to you unless you made the contribu- 
tion requested ? 

Mr. Ger. Yes: I did. 

Mr. McCapsr. As I understand it— 

The CHarmman. What was that again? Let’s bring that out more 
clearly. It sounds important. Read that question. 

(The reporter read from his notes as requested. ) 

Mr. McCapse. Mr. Chairman, at this point I might say that our in- 
vestigation has disclosed that Mr. Gee is in possession of a recording 
which we understand he will testify to as being an original recording 
of a telephone conversation in which he was involved. This tele- 
phone conversation contains a death threat to Mr. Gee. Our in 
vestigation further indicates that some of the language in this record 
ing is objectionable. I intend to ask Mr. Gee to make it available 
to the committee. I would suggest if the Chair thinks well of it, 
that spectators, but not the press, be excluded because of the nature of 
some of the laneuage involved. 

The CHatrmMan. Do vou mean all the spectators or just the ladies? 
I think most of us are kind of used to rough language. 

{r. McCapre. I offer the suggestion, Mr. Chairman. I think J] 
would leave it to the oe od judement of the committee to determine 
whether excluding ladies would be appropriate. 

The CHAIRMAN. Since you mentioned that his life had been threat- 
ened, this particular w itness, and also you state there is a recording 
to substantiate what he says, I see no reason why he shouldn’t be able 
to present that to the committee. As to the withdrawal of the spec- 
tators, I think I am going to leave that up to their own discretion. 

There will be some words in here that I understand—I haven’t 
heard it but I understand there are some words in here that some 
people might object to, and particularly women. If vou wish to depart 
from the hearing room for a short time, please do so, please feel free 
todoso. If not. stay here at your own risk. 

1] rioht. | ovess they choose to stay, SO 1b 18 all right. We made 
the effort. 

Mr. McCapr. Mr. Gee, would you briefly tell us in your own words 


the sequence of events which led to this telephone conversation we 


have referred to now/ I refer specifically to the information de- 
veloped by our investigators that there were two te le phone calls made 
to vour home prior to this particular conversation which is now 
recorded. Could vou tell the committee that situation. sir? 
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Mr. GEE. Well. all the trouble started after we s a edt that so-called 
contract with the union, and our refusal to pay into this 

Mr. McCasr. Excuse me, Mr. Gee. May | interru 
specifically at this point, prior to the use of this recorded device which 


Vou have brought with you, to have you tell the committee the 


formation which our Investigation has uncovered, hamely that there 

were @ tel mh ( ealls preceding this part eular | \\ h We ire 
I I 

about to ask you to present This other information, [a re, W 


i 
be received in time. Burt could you tell us of those other two / 
Mr. Gre. Yes. Back in March. at that time, there was a lot of 
trouble starting there. One day l received a phone « all from an anony 


mous party calling me at the cafe and asking how I was enjoving my) 


health and how everything was, and ina very threatening tone he 
tells me I better enjoy my health while I can, and then he hung 1 p 

Mr. McCane. This party was not identified to you / 

Mr. ( TEE. Was not identified to me. And later on, a week or so later, 
some party called up ms home and asked for me. I was not n and 
he talked to my W ife and demanded where I was, and kept asking all 
kinds of questions of her. Finally he told her that “Joe is gyoing to 
be dead pretty oon. and then he hung up and did not identify 
himself. 

Mr. McCane. Do you have in your possession a recording of the 
further conversation ? 

Mr. Grr. Yes. Later on, after getting pretty worried about it, I 
tried to inquire around and find out who this party might be, and I 
had people tell me who it might be. And when I talked to him over 
the phone, there came about the recording of th Ss conversation. 

Mr. McCaper. How did you come to talk to him over the phone Did 
he call you or cid he phone vou! 

Mr. Ger. IT phoned him this time. 

Mr. McCanr. You phoned this gentleman who your inquiry led 
you to believe may have been the party who made the prior te lepho e 
calls, is that correct? 

Mr. Grr. Yes, sir. 

Mr. McC ase. You, at that time, as our investigation indicates, made 
a recording of this telephone conversation whet vou called this 
gentleman ¢ 

Mr. Ger. Yes, sir. 

Mr. McCape. Do you have that recording with you? 

Mr. Ger. Yes, sir. 

Mr. McCape. Is it an original recording / 

Mr. Ger. Yes, sir. 

Mr. McCane. Did vou bring that to the committee i response to 
the subpena served upon you?’ 

Mr. Ger. Yes, sir. 

Mr. McCarr. Mr. Chairman. I would like at this time to ask that 
this recording he plave d for the committee. 

The CHAtRMAN. Without any objection it is so ordered 

I understand it would be advisable for all in the room to | eep sjlent 
so we can hear this. You can hear it. but vou have to be quiet. All 
right, proceed. 

(The recorded conversation referred to, with the exception of the 
obscene words used, the omission of whi h are il dicated by astel isks, 
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M BESK Look 
Mir. Gere. Yeah 
Mr. Besk. How do vou stand th r income taxes d everyvtl 
Mr. Gert I ine I pay: mv tune 

Mr. Besk. Yeah‘ 
Mr. G Phat’s 1 








everything there is to be lone I ment V help is satished nd thev're 
vith me. I'm happy with ther I don’t run. dy's busing 

hat to dk They don’t hive t ork for me if they dont want 

Mr. Bers You don't 

I GEE. You know that is one thing I want t ( \I | 
You cannot force anybody to work, if they dot int to work f 
right ‘ And vou have a prerogative t vork for whoever vo I 

Mr. Besk. That’s right 

Mr. Gree. So does anybody in tl ountry 

Mi BESK Uh-huh 

Mr. Gree. Well, that’s exact | v help is doing I not f 
of business, if thev don’t want to he And they could walk off the j nal 
ne standing still just as easy as thev could Isn't that right 

Mr. Bes Joe 

Mr. Ger. Yeah 

Mr. Besk. Do you really and truly in your ow) ind want to be the 
of people? 

Mr. Ger. Well, we certainly have beet We thought we have heer 

Mr. Besk. You're trying to Aimerican women around 

Mr. Gee. Weare not doing anything to your American wome! 

Mr. Besk. The hell you ain't 

Mr. Ger. All right. You tell me what I'm doing to then 

Mr. Besk. I'll tell you what you're trving to de 

Mr. Gee. All right 

Mr. Besk. You want to work them over the 8 hours for not y 

Mr. GrEE. No, sil 

Mr. Besk. And you want them to get back and wash dishes Yo " 
to clean out the * * and vou want them to do this Let me te \ met ng 
Joe. There is still a few white people living in this * country tl 
voing to go for it 

Mr. Ger. I think that’s where vou're wrong, Mr. Bes} 

Mr. Besk. You think I'm wro1! 

Mr. Gee. Yes, I think 

Mr. Besk. We vou can come down and see how wr g |] 

Mr. Gree. Well, vou said I was going to do all these thing Someone t l 
you I was doing all this? 

Mr. Besk. I don’t have to be told what vou de 

Mr. Gee. All right 

Mr. Besk. I know what vou de 

Mr. Gee. Well, how do vou know 

Mr. Besk. I know what kind of a rotte! vou are 

Mr. GEE. We that’s your pers 

Mr. Besk. That ain't my idea. That’s what peopl di 

Mr. Ger. Well, that’s what peop! you 

Mr. Besk. You want to take of ir Ame 
man * . You ain’t going to be getting away with it 

Mr. Ger. Weare not taking advantage of nobody. Mr. Res 

Mr. Brest I know vou're not 

Mir. GEI Thats right and never have been 

Mr. Best There is some good Chir en per ( th tow | 
one of them 

Mr. Gee. Well, that is your opinion 

Mr. Besk. Opinion. What are you talking aly Opil 
eyed . You sit up rocking in a chair down there and take | \ 


now here you belong 

Mr. GEI Where? 

Mr. Besk. You belong back in China 

Mr. Ger. Well, that’s your personal opinion Were you the one tl 
me up last Thursday to 

Mr. Besk. Yeah I called vou up and I ar roing to ca ; me lll I 
going to look vou up 

Mr. GEE. What are you going to look me up f 
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Mr. Besk. For no * * * other reason or * * * reason than to try to kill you. 

Mr. Gee. You want to kill me? 

Mr. Besk. Yeah. Why, you're no good. 

Mr. Gee. Why you want to kill me for? 

Mr. Besk. Well, because you're no good 

Mr. Ger. Well, what did I do to you? 

Mr. Besk. You ain’t doing nothing to me, but you ain’t about to do anything 
to me 

Mr. Gee. Well, why you want to kill me for then? 

Mr. Besk. You know what it takes? 

Mr. Gree. What? 


Mr. Besk. It takes a little guts to handle a rotten * * and you’re a * * * 

Mr. Gee. Well, that is awful strong words 

Mr. Besk. Yeah. They’re strong words and I'll back them up 

Mr. Gee. Why, I guess you cai 

Mr. Besk. It’s * well time that the white people in this country are get 
ting fed up with a rotten ‘ like you 


You promoted this thing. You have agitated it and you have gone a long way. 
Now, you * * *, its going to be blood 

Mr. Gee. Why my blood? 

Mr. Besk. It’s going to be your blood because you’re init. You're init. You're 
the one that is promoting it 

Mr. Ger. I think you have me wrong 





Mr. Besk. Can’t you hire one of these girls for 8S hours a day and be satisfied‘ 
Mr. Ger. That is all we are doing 
Mr. Besk. It ain’t all you're doing 
Mr. G Wi I don’t knov ere you get the information otherwise. Why 
a I out k te ] | ‘J K TO e girls themselves 
Mr. Besk. I did talk to ve help. We even went so far as to put help in your 
° joint. He many } did you work that particular person you had in 
(} Wh one? 
Mr. Besk. W h one‘ 
Mr. ¢ Yeal 
Mr. B Wait a min 
A ‘ Tlone \ tw l 
i?) T Tie \ é 
I Yeal 
Mr. I \W what t ‘ the ference what Chinaman’s place it is? 
i! i ail This on | iced he 
M ( Ye 
Mr. I I e of your ed joint 
( Ye: 
| Y« now l she worked? 
Mr. G N 
Mr. Besk. Nine and a half n 1 day and got paid for 8. You wouldn't 
now noth il t that 
Mr. G \ 
Mr. Br That's where you bring in your cousin That’s where I don’t 
£ I such as th 
Mr. Ger. Well, who is this girl you just mentioned I worked 914 hours? 


Mr. Besk. I don’t know her name The union placed her up there. 

M G You mean the girl 

Mr. Besk. The union—the Bartenders and Culinary Workers’ Union sent the 
girl up there 

Mr. Gee. You mean the girl that went on the stand that day? 

Mr. BesxK. Yeah 

Mr. Gee. She worked 91% hours? 

Mr. Besk. That’s right. For 8 hours’ pay 

Mr. Ger. Well, she didn’t work for me 

Mr. Besk. Well, which one of you Chinamen did she work for? 

Mr. GEE. Well 

Mr. Besk. What the hell does it make which one of you Chinamen it is? 

Mr. Ger. Well, a lot of difference now 

Mr. Besk. No; it doesn’t make any difference 

Mr. GEr. You accusing all the Chinamen or just accusing me? 
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Mr. BEsk. You and all the Chinamen 

Mr. GEE. Well, I thought you said there is some good Chinamen in town 

Mr. Besk. Well, Lee Poole is a pretty good Chinaman 

Mr. GEE. He is a pretty good Chinaman. I think so, too 

Mr. Besk. Yeah. 

Mr. GEE. He is a good Chinaman 

Mr. Besk. I know. I know * Well you don’t think s¢ Lee Poole is a 
pretty good Chinaman 
Mr. GEE. Yeah; he is. 
Mr. Besk. And far be it from us to give Lee Poole a bad time, but you rotten 
sl of a Chinamen who are trying to give these American girls a bad time 
are going to get one, 

Mr. Gee. Well, jimminy. I think you got us all wrong 

Mr. BEsK. Jimminy, your * * 

Mr. Gee. How? 

Mr. Besk. Get straightened out, buddy 

Mr. GEE. Well, how? 

Mr. BESkK. You're doing pretty good You're a big shot 

Mr. GEE. No. 

Mr. Bresk. I’m trying to stir things up. I'm going to fix things up where s 
of us white people are going to come up and take care of some of you * * * 

Mr. Gre. Well, that sounds like racial discrimination there 

Mr. Besk. No There you-are, go back to your cousins 

Mr. Gee. Well, that’s what you're trying to pi ole 

Mr. BEsk. I wouldn't compare you with a 

Mr. GEE. Well, that’s your opinion 

Mr. BESK. You ain't as good as a 

Mr. GEr. Well, that’s your opinior 

Mr. Besk. Yeah 

Mr. Get, I thought you was 


# 





Mr. Besk. I'll back the opinion uy You slunt-eyed , if you don't it 
so, come on down 

Mr. Gee. No; I don’t want to come dow! I have 1 ng against you 

M Besk. I know you don’t have nothing against me You 
don’t know me, but you're going to know me It takes ie guts Ameé an 
guts——to straighten it you nd you have brought ip to i It ns 


to happen that way 
Mr. GEE. I 
Mr. BESK. You don’t see how? 


= 
a 


Mr. GEE. Yeah I didn’t stir up nothing 

Mr. BrEs Well, what in the le ou have done thi s any good those 
girls that have been working for you’ 

Mr. GE! Well, if I didn’t do them any & od, they wouldan t be orking, W 


they 7 

M Bresk. What? 

Mr. Ger. If I didn’t do them any good, they wouldn’t be working for me 

Mr. BEsk. If you didn’t do thei any good, they wouldn't be wor! 

Mr. Gee. That's right. They could walk off the place an I'd have . 
and get out of town 

Mr. Besk. You don’t shut up 

Mr. Gee. Well, I shut up. I haven't said a word to anybod 

Mr. Besk. Look, chiet It is specifically known you a \ Gee fit h 
particularly kept this trouble going and brought up i nd 
to bust the union. 

Mr. Gre. Nobody is trying to bust the union 

Mr. Besk. You done pretty * good so far, but I'm going to tell you some 
thing, Chinaman You're not going to do so good from now on out 

Mr. Gre. What are you going to do? 

Mr. Besk. What am I going to do’ 

Mr. Gree. Yeah. 

Mr. Besk. I don’t know what I’m going » do, but I tell you something 
Youre going to meet your ancestors a little quicker than you think you wi 

Mr. Gee. You mean you're going to kill me 

Mr. Besk. What else should a guy do with a dirty rotten ke you 

Mr. Grr. Gee, I just want to know what rotten stuff I did to get you up so mad 
at me, Mi Besk 

Mr. Besk. Why don't you come down, instead ¢ Wing Why don’t vou 
come down ? 
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G Ve ed . i 
BES! Ye: | 

Ir. G I jus é f l 

\I I \ ( ] 

l G \ \ ‘ iw ( \ 1 lk to me 

LB } t z rie ind ft eatehning to 

ot estors. H d see 

\l I ‘ ¢ \ t cin fresi ir 

\] (iy >} 

\ I I ‘ 

Mr. ¢ (>) ere I gow g 

\1 RB ( ] ‘ ‘ otten 
; \ 5 Y Annee pecple bard tine , 
Y g Wil \ y 

Mr. Ger. I t e | | 

Mr. | Wi \ 9 ( < eal 

\ . 
Mr. ¢ g ‘ 

\l By \ 

\I Gi Yes 

Mir. Best \\ ‘ ( 

| G la I ( 

\I | WI ere f 

\I (ys Iw Se al ! ( th 4 

Mes \ ‘ ‘ 

Mr. G N s fa I 

\I l l k Y v1 \ d be glad back off then { it 
ere tor % Kid pure te gy te 

Mir. ¢ I t fee I rol g 

M Bes} Lnswe \nswer s g] Don evade things 
\ ad vou Swe ilg 

Mr. Gi I told y 

Mr. Besk. Your old n is an « Chinaman and he sure would like 
to back awav fro it if it wasn’t for vou voung ° thinking your too smart. 
Now you're going to get took ¢ Chinaman 

Mr. GEI Wel vou're threatening 

Mr. BeskK. You can ¢n the chief { ) e and te them exactly what 
I'm telling you 

Mr. GEI Well, that wasn't the ers 

Mr. Besk. Look Let me t something I do Vi to talk too long 
Mr. Gt Yeal 

Mr. Besk. Yor roing too far te * our American women around. 
Now you're going to answer with vour blood for it Is that plain enough? 

Mr. Gre. Well, that’s very plain right 

Mr. BeskK. You're * 


Mr. Ger. But I don’t see that I * nvbody 1 

Mr Bi Ne vO ‘ di see nothing \ 1 want to do is see vour 

rt \ oO gal up ! C} vine put the n the basement, stack 
; ak 


\I (; W ( rf , . 
Mr. BEs No‘ ‘ 

\] (} No 
Mr. Besk. ¥ n. Yo Absolutely, vou’re not. 
Mr. G Hy 1’ 

Mr. Besk. WI 

Mr. Gt Why d te he women not to rk for me? Why not just 
: 1 ‘ 


Wouldn't tl ‘ ‘ 


Mr. Besk. N 
Mr. Ger. Wh 

Vir. Besk. TI d 1 lat way 

M ( he ld ‘ ose up and leave tow then, if nobody works 
Mr. BEs \ now, I wish ve would close up and go back to China 

Mr. G Phe vyon't e ¢ | 


Mr. Best \"\ sure houldn’t have home here in the United 





Scents ad ihout a raise | ‘ t nel se 


Mi GEI That’s richt 

Mr. Besk. And I'm so 

ood 

\Ir. GEE. Hey. Pete Let me 

Mr. BEsk. You vour ow other's 

Mr. Ger. Let me te ‘ . etl I ( his ‘ 
they raised trouble 

Mr. Besk. You paid it for 1 nth and then what did vou d 

Mr. Gee. They raised trouble with me and I stopped p: 

My Besk Who raised trouble w 

Mr. GEE. Joe DeBell 

Mr. Bresk About what? Joe DeBe vasn't in the f he 


insurance was formed. What the he ou talking abo 

Mr. Grr. He as around 

Mr. Besk, TDvon’t tell me rhe ils ince Was Tormed ove ‘ 
I'll let vou talk to a waitress that ll te vou 

Mr. Gree. O} t's longer than 52 

WAITRES | l nd Griff ere the ones that set 

Mir. Git Qh, vea We weren't in on that unt ast vent e¢ 

WAITRESS. You mean vou never had anv contract unt hy ¢ 


Mr. GEI Chat right \ Pete He w verif that 

Waitress. Yeal 

Mr. Ger. We didn't I eal ont 

Watrtrress. I know that vour U & Td I know that we »p eke ‘ 
on the U & IT about 4 vears 

Mr. Ger. Yeah 

WAITRESS Uh-hul 

Mr. Gee. We came to ter We cume to te with—Tris 

Warrress, It is Irish and Griff that were in there the 

Mr. Gri Phat 


Warrress. And the picket ne didi ast lor because evervbe bine 


agreement 


Mr. GEI That's right Came to vreement We cre ores 


the first ! You talk to Joe and Pete about tl We je wit 
surance money those guy Apparently, they weret tl 
suing for this and for that and wha nid a mar 

Waitress. WI started the su 

Mr. Gee. Ash Ask Pete who started the 1 [hie ‘ 

mick in Ju 

Warrress. We ve wanted to get our insurance one 

Mr. Ge! Vhat’s right And I paid them and they sti 

WaITRESS. Ek come you didn’t pay them vour interest 1 ‘ 

Mr. Gree. I paid them and they start suing me ag ! Vl I 
anvmore when they start suing again the second time You kk y 
You know perfectly I agree to pay and still get threate ( 
so I don’t want to pay if they keep suing 


Wattrress. Wh s pavil for Duke’ 
Mr. Ger. Heli‘ 

Wal ESS. Who is paving for Duke? 

Mr. Gri I guess T am 

WAITRESS. You guess you am? 

Mr. G I have to pay He is n wre 

Warrress. Yeah 

Mr. Ger. I guess you have to pay Mr. S ‘ HI ve 
Watrress. Well, how much does it cost vou 

Mr. Ger. Well, it cost me a lot of money 

Warrress. How much? 


Mr. Ger. I know 

Mir. Besk. Gee, look You know vo eo x to he ( 

Mr. Ge Yeal 

Mr. Besk. Because you haven't pa the 30 cent ould 7 


Yo know that is goin to run into mone 
Mr. Gee. Yeah 
Mr. Besk. You know after the trial w 
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Mr. Gee. Yeah 

Mr. Besk. Down at San Bernardino 

Mr. Gee. Yeah. 

Mr. Besk. It was very plainly stated that the union won the trial and the inde- 
pendence that you are promoting 

Mr. Gee. I am not promoting 

Mr. Besk. Yes, vou are You are very much involved in it Why don’t you be 
truthful about it? 

Mr. Gree. I have been truthful 

Mr. Besk. Now look, Gee. Would you like to be or try to be a white person? 
You couldn't if you even tried. Would you like to try to be white? 

Mr. Gere. Well, we try to live things the American way, if you want to put it 
that way 
Mr. BesK. Do what’ 

Mr. Ger. We try to do everything the American way, but can’t change the color 
my skin If you accuse me of that. We try to do everything just like you try 
te do 

Mr. Besk. I can apologize to you if I made any assertions about the color of 
your skin. I can apologize for that I am concerned about this—and if you 
would like to try to be an American persou—what is wrong with the Culinary 
Workers’ Union? 

Mr. Ger. Well, they been trying to run my business for me. You know. Look, 
I talked to Pete. We had many talks with Pete together. He’s a pretty nice 
fellow 

Mr. Besx. And they tried to run your business? How the hell are they going 
to run your business? What did they tell you? 

Mr. Gee. They tell me what time to lock my doors and this and that. 

Mr. Besk. That's exactly right You said it right, right then. Any time a 
waitress is done with 8 hours work, the * * * doors should be locked or you 
hould pay time and half. 

Mr. Gee. That is correct. 

Mr. Besk. That is the * * trouble with you * * *, 

Mr. Ger. No. That's where you're mistaken. 

Mr. Besk. These white women are not Chinamen and you ain't going to make 
Chinamen out of them. 

Mr. Ger. Oh, no. We don’t try to. 

Mr. BesK. No. You'll wind up mince meat before you do it. 

Mr. Gree. We never attempted it and never will attempt it. 

Mr. Besx. No 

Mr. Gree. That's where you're mistaken. 

Mr. Besx. I wish I could be as innocent as you talk. 

Mr. Ger. Yeah 

Mr. Beex. * * ° 

Mr. Gee. Thanks for the compliment. 

Mr. Besk. Yeah. 

Mr. Gee. I'll tell you what Look, we're having a meeting with Pete this 
coming Wednesday, and the State conciliator man is going to be there. 

Mr. Besx. Look, I don’t give a * * * how that meeting comes out. 

Mr. Ger. Yeah 

Mr. Besx. It’s gone way beyond that. You slant-eyed * * *, You're going 
to wind up dead. Now the meeting and what vou can do with Pete Rheims 
you might be able to save your skin. Other than that, you just went too far 
Now, if that is what you call for, and if that’s the information you want, you've 
really got it Now if you still want to * * * our American women around, vou 
go and take your best shot, Gee 


Mr. Gree. Well, I have no best shot. In town here I have been pretty peaceful, 
I thought 

Mr. Besx. Yeah 

Mr. Gree. IT haven't stepped on nobody's toes. You know this is the first time 
in my life some person threatened to kill me for something I didn’t know what 
I did 

Mr. Besk. You wouldn’t know what you did? 

Mr. Gree. No, T wouldn’t. 

Mr. Besk. You are the only—yon and the Gee outfit—ones that have caused 
and brought up this * disturbance. And you know it. So don’t try to 
pacify me that you're being such an innocent person. You know what your 
purpose is. And I'm telling you what my purpose is. 

Mr. Ger. Well, what is vour purpose? 
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Mr. Besk. I'll be sitting right here in this * * * room when somebody cuts 
your throat 

Mr. GEE. Who is going to cut my throat? 

Mr. Besx. I don’t know. 

Mr. Gee. Are you going to cut my throat 

Mr. Besk. I won't. I said, “I’d be sitting here in the room.” 

Mr. Ger. Are you going to hire someone else to do it? 

Mr. Besk. No; they don’t pay money for that; this happens to be personal 
feelings 

Mr. GrEE. Well 

Mr. Besk. And in case you don’t understand it or you want to go ba 
your cousin’s outfit or revert back to that, Gee, you're not going to bothe 
our American women, 

Mr. GEE. Well, now, Mr. Besk. Why do you single me out of all the 

Mr. Besk. Because you singled us out 

Mr. Gee. I don’t think so 

Mr. Besxk. A tit for a tat is good for the tip And vou better believe me 
Chinaman. 

Mr. Gee. What do you want me to do now? 

Mr. Besk. I don’t give a * * * what you do. You can walk up when the; 
have the * * * meeting and give these girls a break and leave us alone 

Mr. GEE. Are you 

Mr. Besk. Are you having any trouble with the wages? Is if 0 We] 0 
you are paying? 

Mr. Gee. I am paying my help Are you an official in the Culinary Workers’ 
Union? 

Mr. Desk. Hell, no If | were an official in the Culinary Workers’ 1 
I'd have you killed, you rotten 

Mr. GEE. Well, how come? 

Mr. Besk. Don't stutter. Don’t stammer around . it You broug 
this * * up. You've been promoting it for 2 or 3 years, this is the first time 
your hand has been called 

Mr. GEE. Gee 


Mr. Besk. Gee, your * * *. Do like they do down in Frist Go get a tong 
tong in here sring it in. We'll fight it 

Mr. Gre. This is 

Mr. Besk. Don’t laugh. This is a hell of a lot more serious than you think 
it is. 

I want to tell you something, you Chinaman * * You ain't about to * . 
our American women around. I don’t give a * whether you been in the 


American Army or what you been. 

Mr. GEE. You 

Mr. Besk. You're going a little too far with our American womet 

Mr. Gee. Well, I'm sorry you're against me, Mr. Besk 

Mr. Besx. Got what? 

Mr. GEE. I’m sorry that you're so mad at me for all these things here, but I 
thought I was pretty peaceful fellow here 

Mr. Besk. Yeah. How peaceful would you like to be? 

Mr. GEE. Well 

Mr. Besk. Would you like to go ahead and pay the wages? Would you like 
to be regular person and quit promoting this * * * trouble for us? 

Mr. Gee. I thought I was doing that right along, but 

Mr. Besk. I asked you a * * * question. Don’t evade me. I'm getting sick 
and tired of you * * * evading answers. Why don’t you answer? 

Mr. Geer. I did answer 

Mr. Besk. You didn’t answer. You thought you answered 

Mr. Gee. That’s right 

Mr. Besk. You know * * * well what you have been doing. Why don't you 
come out right and say what’s wrong? 

Mr. Gee. Well, I told you what was wrong. It’s just like T told you a whilk 
ago. Why don’t you get together with Pete Rheims and talk this over? 

Mr. Besk. Pete Rheims doesn’t have no control over this 

Mr. Gee. How come? 

Mr. Besk. It’s gone beyond that 

Mr. Gree. Gone beyond Pete Rheims? 

Mr. Besk. Yes, sir. You have insulted our American women and you China 
man * * * you're going to pay for it Pete Rheims can't handle that Now 
here is another waitress that would like to talk to you 
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Mir. ¢ Llele | ‘ I) ‘ 
i] Poy ke Ges (ree Cate 

\i ( ‘ orke ( Cute Llow x af 
| I \l g I gue 
\I ( Lr ‘ be 

I 1’ L¢ 
Mr. « We lic ‘ ‘ | here 
II , \ ‘ ‘ g] rl ‘ 
\l (3 Well, if they ‘ righ we that's what M Desk wa 

! ve ( y I ( uu right, wh 


Ile Vo L. Well, why didn’t vou sig ip then 


cu v0 sued for so much you k 





Hi Vo L. Well, now—1 Liste ook now Chey will sign up. 

Mr. GE! They sue me 2 or 3 different times You know that 

Hew PowWwrELL. Yes: | know 

Mr. Gree. We what do you w t me to do? 

Ile Pow We f vou W ign up ft. ‘ lie suv the ins 

ce is no good 

Mr. Get Yeah 

Heten Pow The insurance is good? 

Mr. Gree. Yeah. 

HkeLeEN Vowel! I mean—I have collected I have been sick I have been 
sick for about I got a back iry and it has been lL have beer 1 have had 
this for 10 or 12 years, but the union paid off 

Mr. GEE. Well, that’s good lin not complaining about them 

HELEN BP Ll Well, so why don’t you sign up with them 

\I GEI I just told them We meet this coming Wednesday and Mr. Besk 

t re mad and threatened to k Ine, because I mistreated my help—this and 
tha You have w ke 

Het Pow No Nobody said y mistreated mir help 

Mr. Gert help Y« worked for one of the Gees and you said 
you Wwe . tre 

I] 1 \“ reated | 


Mr. ¢ 





Hes Pow v have 

\I (rt © lie 

HELEN POWELL. Sure, he believes you Won't you sign up now I don’t know 
you personally I know Sammy I worked for Sammy up at Gee's Cafe. <As far 
as I was concerned, Sammy treated me right l have no complaint against 
Sammy And I have no complaint ag st ye ecause 1 don’t know you 

Mr. Gree. Yeal 

HELEN POWEI Now, believe me. I \ ress That's the way I make my 
living and I’m not working now, but I will work again 

Mr. GEI Yeah 

HELEN Powe... I have a back injur ( t work now 

Mr. Gee. Yeah 

Hy PowELL. But listen. Well, we will say this now I shall go back to work 

eday, so help me, I i So lL want all of the I Ci L don’t know you 
but me from China You probably grew up there You probably had a 

gh life over there. We lL had a rough life, too. I raised two kids and raised 
them when I had to work for a d ir a day and my babies went hungry, but 
Im not going to do that any more 


Mr. G No, you shouldn't 
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HeLEN POWEI We e got we ‘ OV ri eg i husb i] 
supports me I just go ahead. I work; I don’t work. It doesn’t 
ference But there are people who worl people } } 
Support them for they have to have a ng wage 


Mir. GEt Uh-huh 
HELEN POWELI Well 
Mr. Ger. I'll tell you what, Hele 


The CuarrMan. Mr. Counsel. in connectio vith this recor 
| would like to | ive celrtall people mented, | Vas 14 YY to 
and with the swearing and a ft other things, | didnt ¢ 


PINCIpAts were, 
Mr. McCapnr. Mr. Gee, are vou able to id 
vou called 4 
Mr. Grr. Yes. 
Mv. Ma‘ ABE. Would yor wie tin Tor ise } rte ist ? 
Mi. Ger. His name is Pete Besk. 
Mir. McCane. Would Vou spe I] that / 
Mr. Ger. B-e-s-k. 
Mr. McCapr. Is he, to vour knowledge, a member or an official of 
this union / 
Mr. GEE. Ile Is a membe ot the WOM. a i bartenadel 
Phe CHarrmMan. What is the union / 
Mir. Ger. The same union. It is the same local. 
Mr. Hour. Identify the union. 
Mr. Ger. Culinary Workers and Bartenders Union. 
Mr. Mi CaABE. Lox ul 5357 
Mr. Grr. Yes, sir. 
Mr. Hotr. He works in Barstow / 
Mir. Ger. Yes, sir: he has worked in Barstow 
Mr. McCase. Did he at the time this went on / 


Mr. Grr. He was working for a railroad at t] time, ‘ 
worked in Barstow. 
Mv. McCaper. Was he to voul knowledge it the time otf tf i 


member of the Culinary Workers Union / 
Mr. Gi E. | understand he still holds a eard In the unio 


Che Cruamman. I do not think that answered your questlo Yo 
said at the time of this call was he a member of the union. He said 
he still holds a ecard. 

Mr. McCarver. Do you know of your owh know ledge whether o1 
he was a member of the union at the time th call was mace 


Mr. Ger. I think so. 

Mr. McCapnr. You th nk SO, DUE VOU ae ot erta 

Mr. Grr. No. 

Mr. Hot Ce How did you know to il] hi. ana il Was his part 
in this thing / . 

Mr. Ger. Mr. Besk, has been very active in the affairs of the loc 


535 or this Culinary Workers Union, and he seems to t 

self considerably to police the picket lines and telling 
Mr. Hour. Does he police picket lines ih Tront of vour re Luirant 
Mr. Ger. He has been there, telling his fellow worke ot to go 


in there and eat. and so forth 
Mr. Hour. How did you know specifically to call him at t nae 


What made you know he was the one to eall / 


‘ mm) 
Mr. Git E. There was othe people In town ft if linve bee vett 
threatening phone calls Phey were GO Yr tm vet horwypys t } ] 


4 ; 
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them, this and that, and all of them have been getting it, and I have 
talked tothem. We more or less put our heads together to figure out 
who did the calling. 

The Cuarrman. Identify these women. 

Mr. McCapser. Mr. Gee, can you identify the other voices in the 
recording ? 

Mr. Ger. The first woman on the phone is Mrs. Besk. 

Mr. McCapse. Who is Mrs. Besk ? 

Mr. Gi E. Pete Besk’s WwW ife. 

Mr. McCase. Does she occupy any position in relation to this 
union ¢ 

Mr. Ger. She was some kind of official in the union at that time, 
I understand. 

Mr. McCase. Do you know what type of official ? 

Mr. Ger. I am not sure. A steward or secretary for the branch or 
something there. I was not too familiar with her. 

Mr. McCase. You knew her then, knew of her then, as an official 
of this Bartenders and Culinary Workers Local 535 ? 

Mr. Gee. Yes. It was rumored at that time they just had election 
day and she was elected to some kind of office at that time. 

Mr. McCa And the other woman ? 

Mr. Gee. The other woman is a woman named Helen Powell. I 
have never met her and I never recall seeing her. She claimed she 
worked for some other cafe other than mine. 

The Cuarrman. She did not work at your place? 

Mr. Grr. No, sir. 

Mr. McCasre. What cafe was that, Mr. Gee ? 

Mr. Ger. oe worked at the cafe named Gee’s Cafe. 

Mr. McC . Do you have any interest in that, since it is the same 
name ¢ 

Mr. Grr. No, sir: we have no interest in it. 

Mr. McCase. Is that part of your family ? 

Mr. Ger. Well, according to American standards, there would be 
not a part of the family, because this gentleman is named Sammy 
Gee, who operates the cafe. He has the same name as ours and some- 
times when Chinese bear the same name, we call each other cousins. 

Mr. Hor. He isn’t like one of our cousins, like a blood cousin ? 

Mr. Ger. No, sir. 

The Cuatrman. Now, Mr. Counsel, I presume you are planning to 
get this Mr. Besk here; is that correct? I would like to hear his side 
of the story. 

Mr. McCasr. We have called everybody in connection with this 
conversation and they are available for examination by the committee. 

The CuarrmMan. I think that would be fairer. 

Mr. Granam. Are you an American citizen, Mr. Gee? 

Mr. Ger. Yes, sir. 

The Cuatrman. Mr. Holt? 

Mr. Hour. I do not think I have any questions at this time, Mr. 
Chairman. 

Mr. Lucas. Did you serve in the Army, Mr. Gee? 

Mr. Ger. No, sir. 

Mr. Lucas. They made reference to the fact that you might be a 
veteran. That is why I asked the inquiry. 

Mr. Ger. I was inducted and later on I was turned down. 
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Mr. Granam. For what reason ? 

Mr. Ger. Physical. 

Mr. Lucas. Mr. Gee, what was the result of this conversation? 
What happened after it? 

Mr. Gere. Well, I tried to interest law-enforcement agencies in it, 
but I didn’t seem to get anywhere. I 
out after myself. 

Mr. Lucas. Has any violence been practiced upon you / 

Mr. Ger. No, not yet. 

Mr. Lucas. Has any one ever said to you face to face that you would 
be killed ? 

Mr. Ger. Not face to face. 

Mr. Lucas. Have you ever been threatened in any other way since 
this telephone conversation ¢ 

Mr. GEE. Only a telephone eall. This is the third telephone eall. 

Mr. Lucas. HTlave you had any other telephone calls since this one 
that was recorded / 

Mr. Grr. No, sit 

Mr. Lucas. Did you acquiesce to the demands of Mr. Besk¢ Did 
you do what Mr. Besk asked you to do? 

Mr. Ger. Well, 1 thought I was trying to do everything right. 
That is what he demanded. 

Mr. Lucas. You are not answering my question, Mr. Gee. Mr. 
Besk evidently wanted you to contribute your 30 cents per employee 
per month into the union fund or into the health fund. 

Mr. Ger. Yes. 

Mr. Lucas. Did you do so after this telephone conversati 

Mr. Gre. No, but— 

Mr. Lucas. Have you done so since that time / 

Mr. GrE. Yes. 

Mr. Lucas. Are you contributing now ? 

Mr. Grr. Yes. 

Mr. Lucas. Are your employees organized now ¢ 

Mr. Gre. A part of them. 

Mr. Lucas. Are more than 50 percent of your employees organized ¢ 

Mr. Ger. I don’t think so. lL don't th ink none of ny emp plovees 
was ever 50 percent stabil 

Mr. Lucas. How do they happen to be organized¢ Was any pres 
sure brought on you to organize them ¢ 

Mr. Gee. Yes. 

Mr. Lucas. What kind of pressure / 

Mr. Gee. Well, there is one girl—they put a picket line in front 
of my place telling me that I have to force this girl to leave the job, 
and I told them I wouldn't do that because that was our understand 
ing at the beginning; | would not be used as a lever to force any of my 
employees to join a union and this girl flatly refused to join. A picket 
line was put on my place because of it, and the girl, rather than seeing 
me suffer, resigned. 

Mr. Lucas. How long did the picket line remain in front of your 
place / 

Mr. Ger. That was in a matter of hours. She left the place and 
the picket line left. 

Mr. Lucas. Did you see Mr. Besk in that picket line / 

Mr. Gee. Not at that particular time. 


got scared and tried to look 
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| is. Have Vo er 7 hoa picket ne In front of you 
/ 
\I (re Yes 
Mr. Lucas. Have vou spoke th lia personally in front of vou 
} ( f oul place ¢ 
Min. Gare. No: I have never talked to him befo 


s. Have ve ‘ en Mr. Besk/ 


| 
( 
Nii we S. \V re aid ve ( ay fore t OnWVersallon Oo} after 


\l (ak I [ \\ round TOV | il ibout the onlv time I 

i li I have never talke to Mh. , 

Mr. Lucas. Has Mr. Besk ever threatened you in any way, othe) 
than by this telephone conversation / , 

Mr. Ger. We never had any direct meetings before. I just saw him 
from a distance. At first 1 didnt know who Mr. Besk was, until 
SOMEDOCTA pointed ni out to me one day on the street and said “That 

Mir. Besk.” 

Phe CiatrMman. Wiy did you call Mr. Besk ¢ 

Mr. Gri The reason I called Mr. Besk was several other Operators 

the town have been vetting threatening phone ( alls and we tried to 
fvure out who was threatening us and it was our conclusion that Mr. 


Besk was the gentleman, so I decided to call him and find out. which I 
aid 

Mr. Lucas. That is all. 

Phe CuarmMan. Mr. Miller / 

Mr. Minurer. May I ask, did you consider that Mr. Besk was repre 


enting thre union mn mak ng his lemands on you / 
Mr. Ger. He is demanding in their behalf. 
Mh Lu \s, Yes, that true B it Was he dou yritasa representa 
ve / Did vou consider that the union had influenced him to make 
(hose den nds. o1 \ as he doing tasa private citizen { 


Mir. Gri I don’t know that. Mr. Besk has to answer that. He has 
been verv active in the affairs of the union. I don’t know what ea 
pacity Mr. Besk took on himself when he called me. 

Mr. Lucas. Following this conversation, you say there was pressure 
brought to bear upon vou Phat was done. You consider that that 

as done 1\ the union, Ss that right ¢ 

Mir. Grr. Yes 

Mr. Minuer. That is al 


Phe CHarmMan. Counsel 


4 


Mr. McCarr. Mr. Gee, in this recording you have just made for us, 
there Wa a reference to a meeting the following Wednesday and a 


comment which I have jotted down substantially that you might be 


able to save voul sk n if you agreed to somethn n that meeting com 


Ing the following Wednesday. Do you recall that meeting ? 

Mir. Ger. Yes 

Mr. McCane. What was the purpose of that meeting ‘ Why was it 
called ¢ 

Mr. GEE. At that time of the meeting there, there were other el 
ployers in town having the same difficulty with the union, mainly ove1 
this health and welfare fund. They were trying to get together. We 


o 


were trying to get together as a group of employers and with the 
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union, and the State concilhator. I think on one of the later meeting 
Mr. Lever, the insurance broker—— 

Mr. McCane. On this particular meeting the one referred to 
this recording, to take place Ol Wednesday. do I understand you 
correctly that that meeting Was to vy ist or trv to adjust differencs 
between the union and employers, vourself included, about health a 
welfare contributions / 

Mr. Grr. Yes, sir. 

Viv. Mot ABE. Now. at that meetu YF dad Vou reach al reel { 
welfare contribut IONS 

Mr. Ger. No, sir. 

Mr. McCanr. Did you come closer to an agreement than vo | 
Leen before / 

Mr. Gree. We never did come closer on the health and welfar 
ugreement. 

Mr. McCape. You mentioned earlier in your testimony that vo 
had been pr keted., 

Mr. Gree. Yes. 

Mr. McCase. Would you describe the picketing ¢ 

Mr. GEE. Well, we Was pri keted several times Lhe ful \ {| 0 
about the picketing Was—— 

Mr. McCapbe. Excuse me for intruding, I dont want to cut vou 
short, but I do want to try to bring this thing to a point. Were y 
picketed by any of your own employees or former employees ¢ 

Mr. Ger. That was what I was trying to say. We have never bee 
picketed by former emplovees or by employees. The }) KeT Wits a 
hired out. There were some colored fellows there and there were sor 
which I knew myself and they had some rough words for me. ‘They 
were hired to do some picketing, and they were paid i dollaa th) howl 
for the picketing. 

Mr. AY CABE. How clo you know that ¢ 

Mr. GEE. They told me that. ‘The business transaction took piace 
right there. After they picketed SO Many hours, the agent reached 
Into his pocket and pulled out the money and Vive it to them. One of 
them told me that they just picketed to vet the dollar to vo out and 
vel the Whisky to vet (lrunk, 

Mr. McCase. Did I understand you to say that somebody paid the 
pickets in front of your place of business 4 

Mr. Ger. Their agent, Mr. DeBell. 

Mr. McCape. And then would you elaborate / Did I understand 
vou to say that when the pickets contracted you ibout wl] ISK\ | 
didn’t understand that. 

Mr. GER. There were several colored bovs down there adome ti 
picketing for them, and they come from what we call the river bot 
tom. You gentlemen would eall it the other side of the railroad. 
I have known those fellows before because they had done some var 
work for me, hauling dirt and things, and they were out there just for 
the few dollars. One of them I knew, and they waved and were talking 
as I would vO 1N and out of the place. They asked me why I don't 
get a bottle of whisky, and they could go home. That is what tl 
wanted anyway. They would fear up thes ols and vet dru kK. 

Mr. McCase. That is all I have. 

Mr. Hour. Who was this Pete Rees vou mentioned / 
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Mr. Grr. Pete Rees, he is the secretary of the Culinary Workers and 
Bartenders Union. 

Mr. Hour. And previous to the time you had had meetings with him 
about this welfare fund ¢ 

Mr. Ger. Several meetings. 

Mr. Hour. They had always been satisfactory and very businesslike 
and no threats or anything like that ? 

Mr. Ger. Except threatening lawsuits if we didn’t pay. 

Mr. Hour. W as Mr. Besk present at any of these meetings ? 

Mr. Ger. No. s 

Mr. Ho tr. You mentioned that at one time the insurance broker. 
Mr. Lever, was present. 

Mr. Ger. Yes. 

Mr. Hour. Who was he present v ith ancl where did the meeting take 
pla e and what was it about ? 

Mr. Gre. This meeting took place at one of the other operators 
banquet room down there, which wasn’t 1n use. 

Mr. Hou Was it 1 meet vol the employers asso ation. concerned 
with the insurance ? 

Mr. Gee. That is true. 

Mr. Hour. What did he do?’ Describe it 

Mr. Ger. He described the different operations of the insurance. 

Mr. Te I re Who else was present at that meet ne representing the 
fund, the plan ¢ 
Mr. Gri ‘There as Mr. Rees, and a ventlemat from Occidental 
irance. I believe there was one more gentleman. Mr. Wentner. 
r. Hour. What was his position ? 
Mr. Ger. He is president of local 535. 
Mr. Horr. At those meetings the conversations were very business- 
K ad there was no difficulty it all, or threats? ; 

Mr. Ger. No difficulty at all, but we had some funny information. 

Mr. Horr. What do you mean by that 

Mr. Ger. Well. that there sa meeting where it was disclosed first. 
the empiovers in town, a lot oft them had never seen a so called health 
il ad velfare trust fund acreement, and none ot us ka ow how it exactly 
WOrKS, We are merely a ked to pay the sum ot ov cents a day or 
S7 Sevan onth per employe re Out of this S780 we found it is only 
four dollars and some cents going for insurance premium, which 
amounts to about 60 percent We want to find out where the other 
10 percent goes. We were told that out of the 40 percent, Mr. Lever 
wets 4 percent of the monev as commissions through this corpora- 
tion, they eall it the security Insurance sery 

Mr. Horr. Security insurance service ? 

Mr. Ger. For administering the plan. Then we wondered what 
happened to the other 38 percent. They said that goes to a surplus. 

Mr. Horr. How many restaurant owners in the town of Barstow 
helong to your association or council and how many were at this 
meeting ? 

Mr. Ger. There were around 5 or 6 there, employer S, 

Mr. Hour. How many belong to the association who negotiated this 
contract ¢ 

Mr. Ger. Actually it doesn’t have too big a form of a group. It 
is just a few of us that banded together. 
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Mr. Granam. I dont’ think you understand the question. How 
many restaurant operators in Barstow belong to the Restaurant and 
Hotel Employers Council. 

Mr. Ger. None of us belong. 

Mr. Granam. Why? 

Mr. Gree. Well, we was never asked to belong. I don’t know. A 
lot of us never heard until that time that there was such a council. 

Mr. Hour. Were you ever asked to join that council ? 

Mr. Gee. No, sir. 

Mr. Ho xt. Therefore, follow Ing up the quest 1IOn, hone of the Opera 
tors in Barstow who contribute have any voice in the administration 
or conservation of those funds ? 

Mr. Ger. That is right. 

Mr. Horr. Excuse me, Mr. Chairman, but this seems important 
to me. 

The CHarrMan. Go ahead. 

Mr. Hour. Who administers the funds for such people to belong 
as Mr. Gee? 

Mr. GranaM. It goes into the one fund, the same fund, down in 
San Bernardino, and this lady who was here, Mrs. Marshall, adm 
isters the fund. 

Mr. Hour. Who O. K.'d it ? Did this one association ©. IX. it 7 Did 
they vote for it? 

Mr. GEE. There is no association i Barstow 


Mr. Lor. | see, ‘| hey doi { belong to that one ] tho ight there 
is one In Barstow and one in San Bernardino. 
Mr. GrataAM. They are or@anized by the same union and they rn 


the same trust agreement as that entered into between the employers 
cour 1] at ean Ben ara ho and the union, but they have no voice 
whatsoever in the affairs of the trust fund. They just get to contribute, 
n other word 

Mr. Hour. That is all the questio1 s I have Thank you very mu 
Mr Gee. 

The CuatrMan. This contract you signed, there is a question of 
whether vou were in violation of your contract by not paying into 
this fund. Did I understand ve u to Say that your employee were 
hot members of the union / If they were not membe1 of the unio1 
how would they be eligible for any benefits toward which you were 
paying / 

Mr. GEE. That is what l would like to know. That was my 
tention from the very beginning. We are both in the dark. 

The CrairMan. In other words, only members in good standing 
would participate in these benefits. That is what I understood from 
the testimony earlier. Not all of your employees were members of 
the union, if any of them were. Yet you are to pay under this con- 
tract into a fund for the benefit of somebody who isnt your employee ¢ 

Mr. Gee. That is my argument or contention right along. 

Mr. GranaAm. May I ask another question ? 

The CHAIRMAN. Yes. 

Mr. GranaM. Mr. Gee, why did you happen to make this recording ? 

Mr. Ger. Well, since there was a definite threat to my life several 
times, and I wanted a positive identification of who was making these 
threats to me, thus came about the recording. 
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Ni How | have another questiol Regarding that, did you phone 
the police about these threats ? 

Mir. Get Yes: Ltold the loc il pol e 

Mr. Hour. What did they say ¢ 

Mr. Ger. Well, they wouldn’t do anything. 

NI clour. What did thev say? 

Mr. =e. They said there was not much thev could do, because it 
\ ] [ O} ersat oO) 

Mr. Hour. Did vou request protection 4 

Mir. GE! They said thev would keep an eve on me. That is all 
they said. 

Phe Ciaran. All right 

Mr. McCape. Mr. Chairman. I don’t believe the recordi 
wcepted for reference Mav we accept it ¢ 

Mi Hoi r. With delet ons. 


Phe CHAIRM ‘iN. Cou =e] has isked to. the recording’ to be accepted 


yr has been 


for reference. Is there objection ¢ 

It is so ordered. 

We will recess until 2:45. 

(Whereupon, at 1:25 Pp. n.. the hearing was recessed, to reconvene 
t 2:45 p.m. the same day. ) 


\FTERNOON SESSION 


Phe Ciamman. The hearing will please come to order. 

Mir. McCane. The next witness will be Mr. Besk. 

Phe Ciamman. Raise your hand, please. Do you solemnly swear 
to tell thie truth. the whole truth, and nothing but the truth, SO help 


Vou rod / 


Mr. Besx. Yes, sir: I do 


TESTIMONY OF PETE BESK, BARSTOW, CALIF. 


Phe CuarrMan. Mr. Besk. we are not a court of law: we are a con 


eressional conimittee seeking facts. Certain statements were made 
this morn ho 1 volving vou in somewhat of a serious Wily. IT want 
to be fair and say to you f vou desire to have counsel with you at 
any time, that is perfectly proper. I just want to make that state 
ment to vou, 

Mr. Bes. I don’t think I need any counsel, sit 


Mr. McCane. Mr. Besk, would you state your full name, please / 
Mr. Besk. Pete Besk 

Mr. McCapnre. Your address / 

Mr. Besk. 308 North First, Barstow, Calif. 

Mir. MceCane. And your occupation 4 

\I BESkK Well. bartende and a switehma 

Mr. McCabe. Bartender and switchman ? 

Mir. Desk. eS, SII 

Mr. McCarnr. What vour oceupatio t the moment 

Mir. Besk. Switcehman 

Mr. McCanr. Switchman / 

Mr. Besx. Yes, sir. 

The CuHatrmMan. Is that a railroad switcehman 7 

Mr. Bresx. Yes, sir. 

Mr. McCapr. Are vo i member of a railroad workers union 4 
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Mr. Besk. Yes, sir. 

Mr. McCarpnr. Would you de} tify that union, please / 

Mr. Besk. Brotherhood of Railroad Trainmen. 

Mr. Mat \BE. Are vou now or have vou at any time Hee! i Olt i 
of that union or any local of it 4 

Mr. Besk. Yes, sir. 

Mir. McCape. Would Vou tell us What that « Lp rin ty Was, sir ¢ 

Mr. Besk. Well, I was a local chairman, vice president, and pr 
dent. 

Mr. McCabe. Of what local, sir? 

Min. Besk. 1017, in Barstow 

Mr. MceCapre. Local 1017 Barstow / 

Mr. Besk. Yes, sir. 


Mr. McCabe. At what time were Vou al oth OL that 0 

Mr. BEsK Well. | resigned) about foro month uvo | ( eve | 
was elected in 1950, president of the local 

Min. Me BE. Yo iV about 4 or oO months ago Co lad Vi X 


quate more exactly 


Mir. Besk. No: I couldn't ould say about Y) 
Mr. McCabe. Four o1 e m0 from 

Mir. Besk. I don't remember the exact dat 

Mr. McCape. Could vou te | { onth’ If 


Mir. Besk. I don't recall exactly. si 
Mr. McCarne. Are you a member ¢ e Workers | 
al ooo 4 
Mr. Besx. Yes. 
Mr. McCane. For ho 
Mir. Besk. | e bi mber of the 
vears. For the 4 veai 
Mir. McCase. For the past } ve you e bee D 
Mr. Besk. Yes, sir. 
Mr. McCapr. Has that bee ont 
Mr. Besk. Yes.sin 
Mir. McCapse. No break at y time 
Mir. Besk. No break. 
Mr. McCane. Were you in the room before t eon rec 
testimony Was presented ere concel rau telephone 0 ersath 


} 


allegedly INVOIVING \ ru 
Mr. Besk. I was, sir. 
\l 5; Me¢ \BE. | think perhap the best \ Ly WO e TO 





vou have any general comment on that conversatiol Would 
the committee vour view of it in vourown way ¢ 
Mir. Besk. I don’t know who I was talking to The te ephor | 


and asked if | Wis there, and | sald “ ( 5.” ind we had quite a pred Vial 
the house. I don’t recall ny spe fie details of the conve 
cause T was drinking quite a bit that day 
Mr. McCape. Do vou recognize the conversation a t was plave / 
Mr. Besx. No: Idon't. I do t recognize the conversation. NO. 
Mr. McCase. Do you recall a time when you received a telepho 
call from Mr. Gee 4 . 
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Mr. Besk. Yes. some perso! called over the telephone and said he 
Was Gee Identified himself as Gee. 

Mr. McC ase. Would you say that you had not been involved in the 
hich we plaved here 
o. Ll wouldn't Say that, no. | just Say I don’t remember 
t the conversation because I was intoxicated that day. 


COnVePSATLO! f 


Mi Desk N 
very iC] bo tl 
Mir. McCane. Do you remember anything about it, sir? 


MONTS, 


Mir. Besx. I suppose my memory could be refreshed on some 


I dor ‘t part ularly rememibe very much about It. 

Mr. McCane. Did the recording refresh your recollection at all 

Mr. Besk. Well, like I say, I was pretty drunk. I couldn't tell you 
much about the conversation, If that is the recording, I don’t know 
anvthing nbout re ‘ordings Ol inything about them. | lo know that I 
did answer a telephone, and someone on the other end of the party 
identified themselves as a Gee, 

Mr. McCapne. Can vou tell us whether that would have been on ovr 
about the ZOth of March 1954-7 

Mr. Besk. Well, I can’t remember that. I couldn't give you a 
definite answer there. 

Mr. MeCanr. Can you fix in your own mind the approxunate date 
when vou received this call from a person you would tell us now was 
identified asa Mr. Gee ? 

Mr. Besx. No. I believe I could come closer to naming the time of 
the « iV rather than the date I think it was in the evening sometime. 
I don’t remember the date. 

Mr. McCape. About what time of the evening was it ? 

Mr. Besk. I would say somewhere around 7 or 8 o’clock. 

Mr. McCapsr. It has also been testified to that there were two tel 
pho e ¢ alls made by a pe rson to Mr. Gree’s residence Would you be 
that person ? 

Mr. Besk. No, sir; I did not make any calls. 

Che Charman. A little louder. It is hard for the people to hear in 
the back 

Mr. Besk. No, Sir ] didn’t make any calls TO him. | didn’t know 
the man. 

Mr. McCape. I am sorry. 

Mr. Besk. I say I don’t know the man. I wouldn’t have any reason 
to call him. 

Mr. McCase. I wonder if after listening to that recording your 
memory night have been refreshed. because the voice identined TO "IS AS 
your ow commented that if had made several ( ills and \ ould eall 
again. Does that refresh your recollection 2 

Mr. Besk. No. Idon’t remember calling him. 

Mr. McC ase. And you are tel] ng us now that you cannot recall 
specific ally the date on which vou received a call from him ? 

Mr. Besk. No. sir: I can’t. 

Mr. McCarr. And you say that was because you were intoxicated 
at that time / 

Mr. Desk, Yes,s rs 

Mr. MeCase. Do you recall in this playback of this morning a com- 


ment Ww herein one of the voices apologized for hav ing cast aspersiol Ss 


on the color of a man’s skin ? 


Mr. Besx. Yes, [remember that. 








WELFARI AND PENSION FUNDS IN LOS ANGELES AREA ou 


Mr. McCanr. Would you care to say whether, in your opiniot 
would be the conmment of an intoxicated or a lucid individual 4 

Mr. Besk. Well, I couldn't say. I am no doctor I couldnt a 
that question, sir. 

Mr. McC ape. Would vou care to give Is VOU Opihion On It f 

Mr. Besk. No, I wouldn't. I would if I knew, but I don't O 


Mr. McCare. You do not deny having made this call which 
recorded for us. but you profess no recollection of it: 1s that rect / 
Mr. Besk. I didn't make any eall, I] was called, r. I didnt) vt 


any telephone call. 

Mr. McCasr. [am sorry: I misspoke myself 

Lhe CHAIRMAN. Lhe call Was made by Vir. (ree, as | Understood 

Mr. McCaprr. Well. to rephrase it ] should Sav: Is it a correct state 
ment of your position now to sa\ that vou do not remember beng ! 
volved in a conversation which was over the telephone, and ¢ 
tllegedly made to you by Mr. Gee? 

Mr. Besk. I don’t know whether it was Mr. Gee or not, si 
couldn't see on the other end of the telephone 

Mr. Me CABE. Do you recall any conversatlon— 

Mr. Besk. The voice identified themselves as (ree, | don 0 
Who it was. 

Mr. McCane. What telephone call are you referring to now’ You 
say a voice identified himself as Gee / 

Mr. Bresk. Yes. 

Mr. McCapr. When was that, sir? 

Mr. Besk. Well, that is the telephor e conversation: the o ly 
that I know anything about. 

Mr. McCarr. Wasthat the one that is recorded / 

Mr. BEskK. It is supposed to be as you say, the date and everyth 
it iS supposed to be this recording of a conversation here 

Mr. McCanr. The point I wanted to pinpoint now, Mr. Besk, if 1 
could, isthis: You say you remember a telephone conversation wherein 
a voice identified itself to you as that of Mr. Gee. Was that the tele 
phone conversation recorded here this morning, or 1s that some other 
conversation / 

Mr. Bresx. As far as I know, I only talked to Mr. Gee once, if that 
was Mr. Gee that I talked to. 

Mr. Me CABE. And that once, would that have been the conversatio1 
here recorded ¢ 

Mr. Besx. I don’t know, sir. I told you I was intoxicated. I dor 
remember much about the conversation. 

Mr. AYE CABE. You don’t remember anything about ar Vv convers illo 
that vou had with Mr. Gee, then / 

Mr. By SK. | remember some one calling and identify Ine himself as 
Mr. Gee. ‘I hat is about all I remember. We had quite a party that 
day, and I was drinking quite a bit. 

Mr. McCase. Do you recall how many other people were there at 
this party and what might be their identity 4 

Mr. Besk. My wife and Mrs. Powell, I believe, was there 

Mr. McCapr. Was this at your home 4 

Mr. Besk. Yes. 

Mr. McCapse. I have nothing further at this point, Mr. Chairma 

The CuarirmMan. Mr. Holt? 
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Mir. Hour. Mr. Besk, you wite has an official position with the local 
nol up there, 955 
Mir. Besk. Yes At the present she is on the executive board. 

Mr. Hour. How long has she been on it ¢ 

Mir. Besx. I don’t know. She was Just elected here recently, prob 


/ 


iblv 2 o1 3 months ago. 

Mr. Hour. As you understand, we are here trying to get recom 
endations for rules ind regulations of healt! ma \ elfare insurances 
Punds of unions. 

Mir. Besk. Yes, su 


Mi How Did you have anvthing to do with the egotiations o1 
V1 mner outside ot Thlis Ol telephone ( itt where vou refer to | 
[ the (vee Cate or anv of the cafes there / 


Mir. Besk. No,sir: I had nothing to do with 
Mr. Hour. Did your wife / 

Mer. Besx. Well, not that I oO of, other than doing picket duty, 
Mii Llo Ls What Sher ena titieanad what aid e] uties consist of / 
Mii BesK. We 1. Stie on the executive board. | eir duties cons 


if dia o the welfare of the unior 
Moar. Por | le asalaried ovee of ( 
Mr. | Kk. We iz oO 
\I 1] ~ ot 
\l ] I « 
Ta. Do ( Mr. Be 
Mir. | Yes, sn 
\I l | i } ( ( 4 
Mr. J \ {1 
Vie. | if | 
Mir. Bers xi 
Mr. Hour. As I u , ial Aaa 
‘ od ourseld e pickets around the Gee Cafe ? 
Mr. Besx. No.sn | one picket Luty time in Barstow and 


Mr. Hour. Yo of to do with the picketing of the Ge 


NI Hour. Did vou have i rerest at al ht VOTLATIOI 
etwee ] 


I the ¢ ( the | ul rn) 
Mr. Besk. No other interest 1 tL member. 
Y 


Mir. Hour. You were about to be or were you a member of this trust 
fund they ere setting up previously, o1 ould vou have come 
nde ’ 

Mr. Besk. What trust 1 

Mr. Hour. This healt mad unece pla they were talking about 


Wer you already a member of it or had it been set up in Barstow / 
Mo. MeCapri It } cl hee eft uj 
Mr. Besx. I would have received beneficiaries from that had 1 
vorked all the time, but I didn’t work, tending bar only occasionally, 
henever they needed a bartender. You have to work 8 days a month 
to aderive any benefits 
Mr. McCane. Mr. Holt, I might point out and ask Mr. Besk if this 


sn't his understandn 


gm: As nion member in good standing you 
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vould be entitled under this plan to automatic life-insurance coverage 
as has been testified to here this morning ¢ 

Mr. Besk. Yes, sir: or I could pay my ow surance, if Iw edt 
without working. 

Mr. McCanre. Under the health and welfare part of it ¢ 

Mr. Besk. Yes, 

Mr. McCapne. So as a member of the union. vour interest d ext 
to automatic coverage for life urance and the poliev of contribut 
ut the group rate in vour owt elfare coverage / 

Mr. Besk. Yes, s 

Mr. Hour. Mii Isesk. were vou aware of the evotiatio CO O 
between the Gee Cafe and the union, and whoever el Wis Involved 4 
Lf ouess it Was the collector or union elling the program. 

Mr. Besk. Yes. I was aware of the negotiations I wasn’t exn 
frmmiliar W th them | Wasnt one of the others or one { e eX 
tives or anything I knew asa member knew 

Mr. Hour. Was vou wife involved, in ben fy atrustee of the u 

ny attempt to see that e Gree Cafe was unionized or accepted thy 
plan / Did she have an official duty being ai officer of the union 

Mr. Bresk. No. I believe that was handled by our secretin \I 
Rees. 

Mr. How He was mentioned nthe phone ce versatio 

Mr. Besx. He is the secretary of local 535 

Mr. Horr. About this fape recoramg that we heard here today, 
because it is rather serious bustness to whoeve was on the other « 
Of thre phone, md Tam rather doubt \ ether Vou sav vou we ‘ 
ot, or whether you remember the conversation or not, was stated 
the person who used your name, o1 the name as ed by Ni Cree, that 
he had made two previous calls Lnasmuch is vou state you Were not 
wholly normal this time, do vou remember ever having lled 


(ree ( 


ife or talkn 


“to Mrs. (vee before ? 


Mr. Besxk. Not to mv knowledge, sir. 

Mr. Horr. What do you mean by not to voll knowledge / 
Mir. Besk. I don’t never remember calling the Gee’ 

Mr. Hotr. You never called, in other words f 

Mr. By SK. I don't ever remember « i alli rthe Gee's 

Mr. Horr. Then I guess vou just diedae’ tea “ll 

Mir. McCape. spi prepared to say that you never called ¢ 


et didn’ t remember ever ¢ alling them. 


Mr. ¢ 


\I 


Ir. Besk. 


Mr. Hour. 


I sa id. s 
It seems to me, 


“No” “Yes” 


hairmian, that somebody would De 


able to give a or 

The ("HAIRMAN Well, it 1s up to the witness He s under oath 
Whatever he say 

Mr. Besk. I don’t remember making any calls to him, sir. 

Mr. (FRAH \M. Do vou remember any telephone COnVersatlons at a 
with Mr. Joe Gee ¢ 

Mr. Besk. No, s 

Mr. McC ape. “mg it Sie le that vou might have called. Mr. Besk / 

Mr. Besk. It might be possible that IT called. I had conversations 
with severa] of the people, and | had quite a bit of conversaliton ove! 
the phone with the B. of R. 'T. business. 

Mr. Granam. That isthe Brotherhood of Railroad Trainmen / 


Mr. 


Yes, sir 


» 
Besk. 
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Mr. McCase. Is it possible that you might have called employers in 
Barstow or in the area regarding local 535 business ¢ 

Mr. Desk. Yes, that S poss ble. 

Mr. McCapr. Would vo iv. then, that 1 s possible that you might 

ve called Mr. Gee about hi o¢ 

Mr. Besk. I don’t remember ever calling Mr. Gee, no. 

Mr. Horr. Did you ever have any assignments. Mr. Besk, in the 
nion that vou rec e ved compe! sation for / 

Mr. Brsk. No, sir 

Vin Ne ARI | have ho furt el quest ons at t! is t me, Mr. Chai 
bbe. Thank Vou, Mr. Besk. 

Mr. Brsk. Yes, sir. 


The CratrMan. Getting back to earher questioning here about ihis 


IS1TTeSS of local 535 ( 


tape recording, if I recall correctly you remember saying something 
about the skin of a man. Is that correct’ I thought I understood 
vou to admit to that. 

Mr. Besx. AsT heard that over the recording, sir: yes, sir. 

The CratmrmMan. You admitted making a statement like that ? 

Mi Besk I don't remeniber anything about the conversation, sir. 
I was intoxicated I might have said it. IT might have said every 
t | a that was said 1? there, but I don’t remember anything about the 


conversation. I remember a mat calling me and identifving himself, 
ind that is all IT remember about the conversation. 


The CHarmman. Apparently you made quite a long one. 

Mr. Bresk. Evidently. if that was me talking there, it was quite a 
ne conversation, ves, sir. 

The CHatrMan. What was that earher question vou asked about 
the color of the skin or something? 

Mr. McCarr. I believe my question ws cirected to Mr. Besk, his 
opinion as to whether the comment on the recording containing an 
ipology about an aspersion over the man’s skin could be considered, 

his opinion, the comment of an intoxicated or a lucid individual at 
that time I was seeking Mr. Besk’s opinion as to whether that com 
ment was that of an intoxicated nan or someone 
faculties 


1 


n possession of his 


The CHatreman. That isn’t mv recollection of the question. and 
answer, 

Mr. McC ane. Perhaps the reporter could locate it. 

The reporter read from his notes as follows :) 

Mr. MeCarr. Do you recall in his playback of this morning a comment wherein 
one of the voices apologized for having cast aspersions on the color of a man’s 
skin? 

Mr. Besk. Yes, I remember that 

Mr. McCarr. Would you care to say whether, in vour opinion, that would be 
the comment of an intoxicated or a lucid individual? 

Mr. Besk. Well, I couldn’t say I am no doctor IT couldn’t answer that 
question, sir 


The CHarrmMan. [T thought T remembered your saving vou recalled 
something about it. and T was curious as to what vou had said at that 
time. Mr. Lueas? . 

Mr. Lucas. You are not denying that you took part in that con 
versati t] 


Mr. 


1 vat was recorded, are vou ? 
‘ 
> 


rsK. No, sir; not denying any part of it. 


I 
Mr. Lucas. You have talked to your wife on the telephone, haven't 
vou é 
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Mr. Besk. Sure. 

Mr. Lucas. That was her voice that you heard on the record, 
not / 

Mr. Besk. From what I think of it, but 1 couldn't be sure 

Mir. Lucas. You have talked to Mrs. Powell on the telep ione, have 
vou not 4 
~ Mr. Besk. Once or twice, I guess 

Mr. Lucas. That was her voice, was it not / 

Mii. Lt SK | can't identify a voice on the telephone. 

Mr. Lucas. You can identify your wife's voice, can you not 4 

Mir. Besk. I talk with my wife every day. 

Mr. Lucas. You heard that voice, and you are not saying that it was 
not your wife’s voice, are you’ Do you say that you think it was your 
wife's voice / 

Mr. Besk. I think it was. I couldn't tell you positively 

Mr. Lucas. Mr. Besk, who was drunk with you that afternoon at 
vour house 4 
’ Mr. Besxk. Well. I don’t know. I was the drunkest of all of them 
that was there, so I couldn’t tell you who was drunk, outside of myself, 

Mr. Lucas. Well, was anybody drunk with you ‘ 

Mr. Besk. Well, 1 couldn't Sat that, other than iy self. 

Mr. Lucas. Do you get drunk often, Mr. Besk ¢ 

Mr. Besk. Quite frequently: yes, sir. 

Mr. Lucas. Do you get drunk often with your wife? 

Mr. BEsk. Occasionally. 

Mr. Lucas. Do you get drunk often with Mrs. Powell 

Mr. Bresx. No. 

Mr. Lucas. Well, then, perhaps you will remember whether or not 
you were drunk with Mrs. Powell and your wife one afternoon when 
vou gota telephone eall. 

Mr. Besk. What was that question again ? 

Mr. Li CAS, Do you remember whether or not at one time, when you 
were drinking with your wife and Mrs. Powell, you got a telephone 
call from Mr. Gee? 

Mr. Besk. It could have been possible it happened that way, ves 

Mr. Lucas. Did you or did you not ? 

Mr. Besk. Well, I don’t know for sure. 

Mr. Lucas. Let me put it alphabetically. If you heard a record 
ing of a voice that sounded like your own, and on the same recording 
a voice that sounded like your wife’s, and on the same recording a 
voice that sounded like Mrs. Powell's, at a time when you had been 
at home drinking with those two ladies, and someone asked youw hether 
or not that could be you, and was it you, you could answer yes or no 
to that, could you not? 

Mr. Besk. No, sir: ] couldn't, sir. All I have to heat here IS voices, 
I couldn’t see anyone's faces. Therefore, I couldn't make a positive 
identification of it. 

Mr. Lucas. Mr. Besk, you don’t usually have other men at you 
house drinking with vour wife, do you? 

Mr. Besk. Have other men doing what ? 

Mr. Lucas. It is not customary for your wife to drink with othe 
men, is it ? 

Mr. Besxk. Yes. 

Mr. Lucas. At your house? 
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Mr. Besk. Yes. 

Mr. Lucas. Can you name some of the other men so we might send 
out some subpenas to see W hether they were there drunk and whether 
t was they who were talking over the telephone instead of yout Who 
does your wife usually drink with at home when you are not there / 

Mr. Besk. There is an old gentleman named Sid Grady. 


Mr. Lucas. Was this voice Sid Grady’s? 
Mr. Besx. Here? 
weas. Yes: that you heard this morning. 


( 
Mr. Besk. I don’t think so 

Mi sUCAS W ho else does youl wite drink vith / 

Mi BeEskK. Well, occasionally a railroad nian W || Come ly) there 
id stop wd I) ive iar k. l fellow named Bill Hassell. 

NI ucAs. Was this voice Bill Hassell’s ¢ ‘ 
Mr. Besk. I don’t think so I can't identifv a voice, sir. 


I 
Mri. | 
| 
I 


I 
I 
Mr. I 
I 
I 


/ 


wcas. Who else does your wife drink with 

Mi »ESK Well. nol ly Cise , that Is, tO MV knowledge. 

My sCUCAS Well. was this a strange voice to yous Could it be 
a strange man who was then getting drunk with your wife? 

Mr. Besk. I can’t identify the voices, sir. 

Mr. Lucas. Will you tell this committee that that voice was a 
intan ir one rnd Poss bly could be somebody Vou had hever seel 

vour | fe ha cid hot know ¢ a 

Mi BESK I cannot ident T\ the voiee, sir. 

Mi Lucas. Could it be possible that that voice is somebody you 
do not know 4 

Mh Bresk I can't identify the voice, therefore | couldn't answer 
the question, sir. 

Mr. Lucas. Mr. Besk, you do tell this committee, however, that it 
Is not Customary for your wife and Mrs. Powell to get drunk with 
strange men / 

Mi Besk. Not to my knowledge: ho. 

Mr. Lucas. And it is quite possible that it was you and your wite 
and Mrs. Powell who were talking over that telephone in that re 
corded conversation ¢ 

Mr. Besk. It is possible, sir: yes. 

Mr. LUCAS. And the voice which is said to be that of your wife . 
sounds to you like a recording of your wife’s voice? 

Mr. Bresk. It could be my wife’s voice, but I can’t identify the 
voice, Sir. 

Mr. Lu \s. And the voice of Mrs. Powell sounds like Mrs. Powell's ~ 
voice f 

Mr. Besk. It could sound like Mrs. Powell, but I positively can’t 
identify a voice that | cant see who is doing the talking. I don’t 
believe you could identify my voice over a telephone and I am sure I 
couldn't identify yours. 

Mr. Lucas. Of course not, but I am quite familiar with my own 
wiles voice, 


Counsel. do you Ww ish to ask a question here / 

Mr. McCane. One question, if I may, at this point. 

Mr. Besk, you tell us that you were so intoxicated that you do not 
recall and cannot accurately identify this recorded conversation ? 

Mr. Besk. I couldn’t accurately identify it; no, sir. 
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Mr. McCane. You also tell us that you recall that you were the most 
drunk of the group ? 
Mr. Beskx. As far as I can remember, yes. 


Mr. McCasr. Would you explain to us how you can remember that 
fact and how you fail to remember the conversation 4 

Mr. Bes. Because I generally get drunker than the rest of them. 

Mr. McCabe. Are you talking about a general habit or are you talk- 
Ing about this occasion we are interested in now ? 

Mr. Besk. Well. I should be talking about this oceasion. 

Mr. McCare. That is what we are interested in. 

Mr. Besx. I still believe I was the drunkest one of the party, ves. 

Mr. McCapr. And you tell us that you can remember that fact and 
you cannot remember anything about this conversation ? 

’ Mr. Besx. I don’t remember anything about the conversation ; no, 
sir. 

Mr. Lucas. Mr. Besk, you are quite interested in the welfare of your 
union, are you not f 

Mr. Brsk. Yes, sir. 

Mr. Lucas. And your interest extends to taking such action as you 
helieve will be in its best interest; isn’t that right ? 

Mr. Bresk. Yes, sir. 

Mr. Lucas. And in helping your union, you have, as you have testi- 
fied, called other employers in behalf of your union. That is right, 
is it not? 

Mr. Besk. Yes, sir. 

Mr. Lau \sS, In calling other emplover ~» You have or you have not 
called othe restaurant owhers who were having difficulty or m olht 
not have been having difficulty, or at least negotiating with the Culi- 
nary and Bartender Workers Union, is that right ? 

Mr. Bresx. Yes, sir. 

Mr. Lucas. Have you talked with employers about other matters 
rather than union matters / 

Mr. Besr. I presume I have, yes. 

Mr. Lucas. But it is a more usual occurrence for you to call em- 
plovers to talk with them about union matters ? 

Mr. Besr. No, sir. I had, to my knowledge, about 5 or 6 conversa- 
tions altogether with the different employers about. si 
contracts or if they were going to sign. Mostly 

Mr. Lucas. Is it your common practice, Mr. Besk, to threaten people 
who disagree with you ? 

Mr. Bresx. No, sir. 

Mr. Lucas. You would not have done that had you not been intoxi 
cated, would you? 

Mr. Bes. No, sir. 

Mr. Lucas. You never have done it before, have you, when you 
were sober 7 , 

Mr. esx. No, sir. 

Mr. Lucas. You don’t know whether you have done it when you 
were drunk, do you? h ; 

Mr. Besk. I have been told that I have. 

Mr. Lucas. And you heard a recording which indicated to you 
that you had, too, did you not ? , 

Mr. Brsx. I still can’t identify the voices, sir. 


53814—54— pt. 1-5 
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igning up the 
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Mr. Lucas. I think that it all, Mr. Chairman. 
The CuHatrman. I want to ask one thing here. Are you denying 
that Mr. Gee called you! 
Mr. Besk. No, sir. 
The CuarrmMan. Do you think he did call you? 
Mr. Besxk. I don’t know, sir. He identified himself as Mr. Gee. 
That is, the voice on the phone did. I don’t know who it was. 
The CuarrmMan. You are saying that a call came in from a Mr. 
Gee, you admit that? 
Mr. Brsx. Yes, sir. That is, a voice was over the phone and iden- 
tified itself as Mr. Gee. a 
The Cuatrman. You cannot remember very much, but you do re- 
member that a call came in and the voice said it was Mr. Gee and you 
also remember you were drunker that night than any other time, 
drunker than any of the rest of the group. a 
Mr. Besx. Yes, sir. 
The CHamrmMan. So you do remember that much? 
Mr. Besx. Yes, sir. 
The Cuarrman. Mr. Miller? 
Mr. Mitier. Mr. Besk, it is a little strange to me that your memory 
seems to be quite clear in some respects and quite vague in others. 
I am just wondering how do you remember that there was a voice 
that identified itself as Mr. Gee? 
Mr. Besx. Well, I couldn’t say. I just answered the phone and he 
identified himself as Mr. Gee. That is all I remember of it. 
Mr. Mititer. And you remember hearing that voice ¢ 
Mr. Besx. Yes, sir. 
Mr. Minter. In hearing this recording did it sound like the same 
voice / 
Mr. Besx. I can’t identify voices, sir. 
Mr. Minuer. No, but was it the same voice? You remember the 
voice. Cannot you remember whether 
Mr. Besk. I don’t belie ve I said | remembered the voice. I said 
someone called me over to the phone and identified himself as Mr. 
Gee. I don’t believe I identified the voice. 
Mr. Miniter. You remember that he said that he was Mr. Gee, but 
you don’t remember the voice ? 
Mr. Bresx. No, sir. . 
Mr. Mitier. How can it be that you can remember so well some- 
one that said he was Mr. Gee? That seems to be quite clear. 
Mr. Besx. That is right. 
Mr. Mitier. There is no question about that ? bd 
Mr. Bresk. Yes. 
Mr. Mu LER. Do you remember what this Mr. Gee, this supposedly 
Mr. Gee, said ? 
Mr. Brsk. No, I don’t. 
Mr. Mu LER. Do you remember what you said ? 
Mr. Besk. No, I don’t. 
Mr. Miturr. When he called you, your memory was quite clear and 
acute, you could remember that there was somebody that called you 
and said that he was Mr. Gee? 
Mr. Bresx. Well, it sometimes happens that way, I guess, when you 
are drinking. Some things you remember and some things you don’t. 


; 
t 
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Mr. Mituer. Then you had a mental aberration suddenly and you 
don’t remember ¢ 

Mr. Besx. Apparently that is it, yes. 

Mr. Mitrer. You have had a lot of experience with this drunkenness, 
I believe you told us. 

Mr. Besk. I have had some, yes, sir. 

Mr. Mituer. It is all new tome. Iam asking for information. 

Mr. Besx. Yes, sir. 

Mr. Mitier. I never happened to be in that state myself, and I 
am trying to find out how it would be, when and if 1 am. 

Mr. Besk. I would like to join your company. 

Mr. Miuter. I am still a little puzzled, Mr. Besk, that your mind 
should be so clear and your memory so acute at one instant and then 
that is all you remember. 

Mr. Besk. Well, I can’t make an account of that, sir. I have heard 
of cases of that kind, read of a lot of them, where people become 
intoxicated and don’t remember what they do. 

Mr. Mitter. You do remember, however, that you were very munch 
interested in what Mr. Gee was doing with respect to these welfare 
funds? You remember? 

Mr. Besk. All | know is they had a picket line around him and he 
hadn’t signed up. 

Mr. Mitxier. Did you have anything to do with this picket line / 

Mr. Besk. No, sir. I picketed once, and that wasn’t Gee’s. 

Mr. Mituer. That is all. I give it up. 

Mr. Horr. I have one question, pursuing that questioning. 

Mr. Besk, how is it you can very clearly remember answering the 
telephone and talking to an individual, a male, who identified himself 
as Mr. Gee on this particular date, on this particular conversation ? 

“Vhat makes you think you remember him ? 

Mr. Brsk. I don’t think I mentioned any particular date. I don’t 
know the date. I don’t remember the date. I identified the time as 
sometime in the evening, sir. 

Mr. Hour. What makes you remember talking to somebody some- 
time in the evening? 

Mr. Bes. I can’t tell you why I can remember that. 

Mr. Horr. Was it a bell ringing, or walking over to the telephone ? 

Mr. Besxk. It could have been the bell ringing or it could have been 
a movement I made, something of that sort. I don’t know. 

Mr. Hour. You remember something, you remember picking up the 
phone and talking to somebody that identified himself as Mr. Gee, and 
that was it? 

Mr. Besx. Yes, sir. 

Mr. Hour. Do you often talk for—How long is this? 

Mr. McCane. Twenty-seven minutes, 

Mr. Hour. Do you often talk for 27 minutes on the tele ‘phone and not 
remember who you were talking with ? 

Mr. Besk. Mister, I have lost weekends drinking. 

Mr. Hour. Do you know a gentleman by the name of Lee Po, I be 
lieve it is, in Barstow? 

Mr. Besk. Yes; I know him. 

Mr. Horr. What does he do? 

Mr. Besx. He has a restaurant. 

Mr. Hour. Have you ever worked there? 
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Mr. Besk. No, sit 

Mr. Hour. Where did you work in Barstow? Where have you 
worked ¢ 

Mr. Bresx. Well, I worked at the Katz Cafe; I worked at the River- 
bottom: I worked at the Goldstone. 

Mr. Hour. Were they involved in any of these? Excuse me for 
interrupting you. But at these places and cafes where you worked, 
were they involved in the controversy over the insurance program ? 

Mr. Beresx. The Beacon, the Katz, and the Riverbottom were 
involved. 

Mr. Hour. They were involved in it 4 

Mr. Besk. Yes. 

Mr. Hour. Did you ever discuss this insurance program with them 4 

Mr. Brsk. Yes, sir. 

Mr. Hour. Because you worked for them ? 

Mr. Besk. Sir? 

Mr. Hour. Was = at when you were working for them ¢ 

Mr. Besk. No, s 

Mr. Hour. Was that as a representative of the union, or what was 
your position there ¢ 

Mr. Besk. A member is all. I knew the people that run them. 

Mr. Hour. How did the discussions run with those three cafes? 

Mr. Besk. I didn’t think they understood the health and welfare. 

Mr. Hour. And you explained it to them ¢ 

Mr. Bresk. They thought they were giving 30 cents away which 
they shouldn’t give away, which we accepted in leu of a raise. It 
should have been a raise, but it was accepted, 30 cents or whatever 
the amount is, instead of taking the raise. 

Mr. Hor ts That 1S the package and life insurance deal. Hlow did 
they respond to your sales talk? It was a new subject up there; 
wasn’t it? There had not been one before, had there, in Barstow ¢ 

Mr. Besk. They were a little distant about it. They were trying 
to organize, I believe, an employers’ association or something of that 
sort. They were negotiating with our secretary, Mr. Rees, and a State 
conciliator. I don’t know the gentleman’s name. But I think they 
had some 64 hours of negotiation time there. 

Mr. Horr. Did you attend any of the negotiations with Mr. Rees ? 

Mr. Besk. No, sit 

Mr. Hour. Did you talk to the proprietors of these cafes indi- 
vidually ¢ 

Mr. Besk. Yes; I never attended any of the meetings. 

Mr. Hour. And when you went to call on them, you thought you 
could help clarify the situation ? 

Mr. Brsk. Yes, sir; strictly to clarify it. They were all pretty 
good people and I don’ t believe the *y quite understood what the he alth 
and welfare really meant. 

Mr. Horr. And they are part or now they are paying and contribut- 
ing to the plan? 

Mr. BEsk. As far as I know. everyone belongs; yes. 

Mr. Hour. Are there other Chinese restaurants in Barstow ? 

Mr. Besx. I don’t know, sir. I don’t go in Chinese restaurants. 

Mr. Horr. You don’t particularly like Chinese restaurants ? 

Mr. Besx. No; I just don’t like their food. 
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Mr. Ho tr. If this conversation was you, | could Say something else, 
but we are not quite sure. 

Mr. Besk. You may be quite free to say what you like, sir. 

Mr. Hour. I am only jesting . though this is not a laughing matter. 
I would say that this particular person did not care for Chinese people 
either. 

To your knowledge, is there an association of Chinese restaurants 
up there? This Lee Po was mentioned by the voice in the recording 
as doing the right thir oe, Krom your knowledge of being I these 
places and talking to other members, and your know ledge that some 
belonged and some did not, how would you say his restaurant opera 
tion was different from Mr. Gee’s? 

Mr. Besx. | a oe know anything about the operation of their res 


taurants. Like I say, I ae gO in there. 

Mr. Horr. a: your wife have anything to do with the handling 
of the fund? Was she an organizer or did she he Ip to sell the welfare 
plan? Everyone of the union surely wants good insurance coverage, 


I understand that. and everyone is interested whether an officer or not. 
But your wife, did she have any special assignment in this organiza- 
tional activity up there in Barstow ? 

Mr. Besk. No, sir. During the course of the strike, her duties was 
picketing, the same as any other member. 

Mr. Hour. The voice on this recording, at one time, if T am correct, 
and somebody correct me if I am Wrong, paus sed for a moment and 
asked an inquiry as to what restaurant it was or what Gee, so there 
might he 43 heen complic ations ot two Gee’ Ss, and also aske d the ques 
tion of which restaurant did that waitress work in, as suc h. 

Would that be a question that somebody might ask of vour wife? 
Would she have that knowledge? Would that have anything to do 
with picketing, such as having somebody work there, to know what 
the conditions are? 

Mr. Besx. She would know more about restaurants, because IT don’t 
work in restaurants. 

The CHairMan. You are planning to have Mrs. Besk on / 

Mr. McCasre. Mrs. Besk is here. 

The CrarrMan. Yes. 

Mr. Hour. Who else did you talk to, beside these three cafes, to 
help get the program started up in Barstow, Mr. Besk; do you recall 
ofthand ? 

Mr. Bresx. No; I can’t. 

Mr. Granam. You stated you made calls to about five employers 
up there regarding the welfare fund. Would you state who they were 
that you called on the phone ? 

Mr. Besx. Well, I talked to Beacon and I talked to Mr. Novak, 
and I believe Bill Leheigh, and Bill Devine, and Bob Jones. 

Mr. Hour. Were those personal visits, Mr. Besk, or telephone calls? 

Mr. Besk. Some was personal and some was telephone. 

Mr. Granam. Did you call any of the Chinese restaurants ? 

Mr. Besx. No, sir. 

Mr. GranAm. None at all? 

Mr. Besx. No, sir. 

Mr. Grauam. Did you identify yourself each time you called these 
five places? 

Mr. Besx. Well, sometimes, and sometimes not. 
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Mr. Horr. Just a minute. On that question, am I to understand 
you called up somebody to discuss this program and you didn’t identify 
yourself ¢ 

Mr. Besx. Some of them I knew, and I would ask who it was, and 
during the course of the convensation I knew who I was talking to. 

Mr. Hour. You didn’t call up anybody who did not know who they 
were talking to? 

Mr. Besx. No. 

Mr. Horr. It might be that the two other calls that preceded this 
mysterious voice couldn’t have been made by you because you always 
identify yourself when calling somebody ? 

Mr. Bresx. To the best of my knowledge I do; yes, sir. 

Mr. Horr. Since you took an interest to talk with three of these 
restaurants about this, did you ever discuss Mr. Gee’s situation with 
anyone else up there? 

Mr. Brsk. No. 

Mr. Horr. Any other restaurant owners? 

Mr. Besx. No. 

Mr. Horr. Did you attend any union meetings where it was dis- 
cussed? This is very important now. Make sure. That is, whether 
accompanying your wife or an unofficial capacity ? 

Mr. Besxk. Well, I guess the Gee’s cafe was mentioned, yes. 

Mr. Hort. What type of meetings were they where that was 
discussed ? 

Mr. Besk. They weren’t meetings. They were just conversations. 
They weren’t meetings, the *y were just individual conversations, 

Mr. Hour. With who, for instance? 

Mr. Besx. Well, I believe it was Bill Devine. 

Mr. Hott. What does he do? 

Mr. Besx. He owns the Riverbottom Cafe and Bar. 

Mr. Horr. And both of the gentlemen own the same cafe? 

Mr. Bresx. No. Bob Jones owns the Katz, the Katz Cafe. 

Mr. Hour. What would you discuss with them regarding the other 
restaurants? Try to remember it fairly accurately, because we might 
ask them sometime. What line of discussion was it? 

Mr. Bresx. I don’t remember just the exact line of discussion. It 
pertained to whether they would all get together and sign up or not. 

Mr. Hour. How did it refer to Mr. Gee’s restaurant, that he was not 
cooperating or there was some difficulty there? How did the conver- 
sation get around to his? 

Mr. Besx. Well, they said he had some attorney and that he wasn’t 
satisfied with some part of the health and welfare program. As I 
recall the conversation, that is it. 

Mr. Horr. And what did you say, as you recall it, to the best of 
your knowledge? 

Mr. Besx. Well, I naturally stood up for the health and welfare 
program. I believe in it. I think it is a good thing for all the 
employees. 

Mr. Horr. I agree with you. What references did you make to Mr. 
Gee’s restaurant? You said you made a reference and it was discussed. 

Mr. Besx. I don’t think I made a reference. I said it was discussed. 

Mr. Hotr. You didn’t discuss it or make any comment on it? 
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Mr. Brsx. I might have made a comment or two, listened to it, and 
commented back. I don’t remember just what it was. It probably 
didn’t amount to much. 

Mr. Horr. Would it be a complimentary comment, or did you dis 
agree with the position of the Gee restaurant, or what would it be? 

“Mr. Besk. It probably could have been both. 

Mr. Hotr. Complimentary ? 

Mr. Besk. I say it probably could have been both. 

Mr. Hour. What do you mean by that? 

Mr. Besk. You said complimentary and what else ? 

Mr. Horr. Derogatory or disagreed. 

Mr. Bes. Yes, it could prob: bly have been both. 

Mr. Hour. It seems rather strange to me, Mr. Besk, that you remem- 
ber this phone conversation so well and nothing else about. it. 
Wouldn't that appear odd, if our positions were reversed, if I had 
remember making a telephone conversation ¢ 

Mr. Besk. It doesn't appear odd to me. Like I said, I have lost 
week-ends drinking. 

Mr. Horr. Try tothink. What makes you remember that telephone 
conversation ¢ 

Mr. Besx. I don’t know. It might have been the movement or it 
might have been the walk to the telephone, or whatever it was. I 
don’t know just what made me remember that. 

Mr. Hotr. What time of day would you say it was? 

Mr. Besx. I would say maybe between 6 and 8 o’clock. 

Mr. Hour. What makes you think it was between 6 and 8 o’clock? 

Mr. Besx. Well, I couldn’t say that that is positive. 

Mr. Hour. You just said between 6 and 8 o'clock ? 

Mr. Besx. I said I think it is between 6 and 8 o’clock. 

Mr. Hour. Do we have the time at which this conversation was 
taken down, Mr. McCabe? 

Mr. McCase. At 7 o’clock. 

Mr. Hour. That is a pretty accurate guess, about half way either 
way, Mr. Besk. I admire you for your perception in this thing. So 
it was between 6 and 8 o’clock. 

Mr. Bes. I said, sir, I surmised that was the time. 

Mr. Hour. What made you surmise that? 

Mr. Besk. You can look out and see the daylight, the sun. You can 
just about tell what time it is, toward the evening. At least, I can. 

Mr. Hour. You could see outside and it was still light, I guess, be- 
cause it was still light outside ? 

Mr. Besx. Yes, sir. 

Mr. Horr. Is there anything else that might make you remember 
that recording or that conversation ? 

Mr. Besx. No, sir; I couldn’t identify the voices, sir. 

Mr. Hour. How do you know you were drinking with Mrs. Powell 
and your wife? 

Mr. Besx. Well, we started out earlier, I guess. 

Mr. Hour. What time did you start, Mr. Besk ? 

Mr. Besk. Well, I started as soon as I got up in the morning. I 
don’t know just what time Mrs. Powell came. 

Mr. Horr. I believe that is all the questions I have. 

The CHairmMan. Counsel, I would like to have the other witnesses, 
Mrs. Besk and Mrs. Powell. 
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Mr. McCane. Mr. Besk, has any law-enforcement agency, Federal, 
State. or local, contacted you 1n reference to this matter ¢ 

Mr. Beskx. Reference to what matter? 

Mr. McCapr. This telephone conversation we are discussing now. 

Mr. Brsk. No, sir. 

Mr. McCase. The recording, as we heard it, contains some extremely 
vulgar and obscene terms. Are you in the habit of using strong 
language ? 

Mr. Besk. Well, I am told that Tam when I am drinking; yes. 

Mr. McCane. Do you know fora fact whether you use such language 
or not ¢ 

Mr. Besk. Well, I have been known to use it; ves. 

Mr. McCare. The recording also involves a definite, clear threat 
to do bodily harm to an Indiv idual. Have you ever been involved in 
any prey 1lOUS experienc WW hich also involved a threat or actual bodily 
harm to any body ¢ 

Mr. Bresk. No, sir. I wouldn’t hurt anybody. 

Mr. McCape. You have never been involved in any such situation ? 

Mr. Breskx. No, sir. 

The CrairmMan. Off the record. 

(Discussion off the record.) 

The Cuairman. Are you ready for the next witness ? 

Mr. McCase. Yes. 

That will be all, Mr. Besk. 

Mrs. Besk, please. 

Mr. Henry Evy. Mr. Chairman, Iam under subpena here. I talked 
with your investigator and told him that I had a very important 
meeting at 4 o'clock. I was wondering if it were possible for me to 
be excused for the rest of the day and I will be here at your disposal] 
at any time. 

The CuHatrmMan. What about tomorrow morning? Does he start 
it off? 

Mr. DericKson. Those were our plans, to start with Mr. Ely. 

Mr. Evy. About what time, sir? 

The CuarrmMan. Ten o'clock. 

Would you mind standing and raising your right hand, Mrs. Besk ? 
You do solemnly swear to tell the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mrs. Besx. I do. 


ig 


TESTIMONY OF MRS. EDNA MAE BESK, BARSTOW, CALIF. i 


Mr. McCane. Would you state your full name, please? 

Mrs. Besk. Edna Mae Besk. 

Mr. McCapr. And your address? 

Mrs. Bresk. 308 North First, Barstow. 

Mr. McCane. What is your occupation ? 

Mrs. Besk. Waitress. 

Mr. McCase. Where are you employed ? 

Mrs. Besk. At the FE] Rancho Cafe. 

Mr. McC apse. Is that in Barstow? 

Mrs. Besk. Yes. 

Mr. McCase. For how long a time have you been employed at the 
El Rancho? 
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Mrs. Besk. For the past year and a half. 

Mr. Mc CABE. And for how long a time have you been e mip love d as 
a Waitress ¢ 

Mrs. Bresk. In Barstow ¢ 

Mr. McCanr. Anywhere. 

Mrs. Besk. Well, for the past 12 or 1 years. 

Mr. McCanr. Are you a member of the Culinary Workers Local 
535 ¢ 

Mrs. Bresk. I am. 

Mr. McCape. Are you also an official of that local 4 

Mrs. Besk. Well, I am a member of the executive board. 

Mr. McCapne. Would you explain to the committee just what are 
your duties as a member of the executive board 4 

Mrs. Besk. Well, we approve all bills to be paid and anything that 
will come up before the meetings we discuss and we put it in our 
minutes and then they are read in the general meeting and approved 
of. We just act as a guiding hand to the body is all. 

Mr. McCase. How many others serve with you on this executive 
board ¢ 

Mrs. Besk. Oh, yes. 

Mr. McCabe. How many?’ Could you tell us‘ 

Mrs. Besx. I don’t know how many there are. I am the only one 
from the desert, and then they have the secretary and the president, 
and then I think there are three others that are on it. 

Mr. McCane. When you say—— 

Mrs. Besk. There would be about 6 or 7. 

Mr. McCasr. Six or seven altogether ? 

Mrs. Bresk. Yes. 

Mr. McCanr. And you are the only member of that executive board 
from your locality ¢ 

Mrs. Besk. Yes. 

Mr. McCanr. How long have you been a member of the executive 
board ? 

Mrs. Besk. Approximately a year. 

Mr. McCane. Approximately a year? 

Mrs. Besk. Yes. 

Mr. McCabe. Has that service been continuous as a member of the 
executive board from September 1953 approximately to date? 

Mrs. Brsx. Yes. 

Mr. McCanr. And you were a member of the executive board 
March of 1954? 

Mrs. Brsk. Yes. 

Mr. McCase. Have you been in the hearing room during the testi- 
mony of Mr. Gee and Mr. Besk? 

Mrs. Bresx. Yes. 

Mr. McCapr. You have heard, then, the discussions about this 
telephone conversation and the question raised as to the identity of 
one of 7s parties to it? Do you remember any such conversation 

Mrs. Besk. Well, I know that the telephone had rang several times 
that day. I was cooking dinner and I didn’t pay too much attention 
to what was going on. 

Mr. McCasre. What day was that? 

Mrs. Besk. I don’t recall the day. I know we had been to Las Vegas 
the day before, and we came back. I believe it was on a Saturday, 
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because T was supposed to work and I did not work. I am off Thurs- 
days and Fridays. 

Mr. McC apse. How often do you make a trip to Las Vegas? 

Mrs. Bresx. As often as we have the money. 

Mr. McCapre. How often would that be? 

Mrs. Besx. Well, I would say on the average per year we go 6 or 8 
times, mavbe more. 

Mr. McCanr. Well. do you recall with any certainty whether that 
particular trip to Las Vegas may have been around the 20th of March 
1954 ¢ 

Mrs. Besk. Well, I don’t remember just exactly when. I know it 
was during the time W he n we were picket ing the cafes. 

Mr. McCape. Would that help you fix the time. 

Mrs. Besx. But I don’t remember even when we started in that. 
1 know that we did pic ket before Christmas and then we pulled them 
off and then we put them on again. But now I don’t remember just 
what months or dates they were 

Mr. McCane. Were many of your members unemp loved or, rather, 
not employed I s Seer: say, at the time the y were pic keting ? 

Mrs. Besk. Well, we had quite a few that weren’t employed during 


the winter months. We are not too busy up there. 

Mr. McCase. Do you recall, then, whether your members were out 
of work before or after income tax time? Would that he slp you fix the 
date / 


Mrs. Besk. Well, they - ally start laying off right after—You 
know, in the fall. And t hen they make another cut in help after 
Christmas. So I would imagine that there would be quite a few mem- 
bers out of work during that time. 

Mr. McCase. Are you able to recognize any of the voices which you 
heard played here this morning? 

Mrs. Besk. Well, it could have been mine. 

Mr. McCarr. Would you say it was? 

Mrs. Besk. Well. it sounded strange to me, but I have never heard 
my own voice. 

Mr. McCasr. Would you say it wasn’t your voice? 

Mrs. Brsx. I wouldn’t say it wasn’t, no. 

Mr. McCasr. Would you say that one of the voices would be that 
of your husband ? 

Mrs. Besx. It could be. 

Mr. McCase. You wouldn’t say that it was not? 

Mrs. Bresk. No, I wouldn’t say it wasn’t. 

Mr. McCapze. Would you say that one of the voices might have been 
Mrs. Powell ? 

Mrs. Besx. It could have been. 

Mr. McCaser. Have you at any time talked with Mrs. Powell on the 
telephone ? 

Mrs. Besk. Yes. 

Mr. McCasr. Did that recording sound to you like the telephone 
voice of Mrs. Powell ? 

Mrs. Besx. It sounded familiar. 

Mr. McCase. It sounded familiar? 

Mrs. Besx. Yes. 

Mr. McCase. I will pass the question at the moment. 
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Mr. Granam. On this particular day that your husband received 
the phone call from Mr. Gee, you said you had ‘been home that d: 1y;is 
that right? 

Mrs. Bresx. I think I hadn’t left the house all day long. 

Mr. Granam. And you said you were busy cleaning the house—— 

Mrs. Besx. Cooking dinner. 

Mr. Granam. And cooking dinner. And that call was, to your best 
recollection, at what time? 

Mrs. Brsk. Well, sometime in the evening, because it was dinner 
that I was cooking. 

Mr. GRAHAM. You mean you left your dinner—— 

Mrs. Besx. No, I was in the kitchen. I know I heard—you can hear 
the telephone all over the house, and I heard the telephone. 

Mr. Granam. So it was during the time of day when you prepare 
dinner ? 

Mrs. Brsx. Yes. 

Mr. Granam. Was your husband drinking that day ? 

Mrs. Besk. Very much. All of us were and had been. He and I 
had been for 2 or 3 days. 

Mr. Granam. What did you have for dinner that night? 

Mrs. Besk. We had porte rhouse steaks. 

Mr. Granam. That is all I have right now. 

The Cyatrman. Mrs. Besk, did you ever solicit support from Mr. 
Gee for this welfare plan? 

Mrs. Bresk. No, sir. 

The CuarrmMan. Did you become completely drunk during this tele- 
phone conversation? Were you completely drunk? 

Mrs. Besx. Well, I was cooking dinner. I mean, I knew what I 
was doing. I was drinking but I knew what I was doing, because I 
was cooking. 

The CuarrmMan. I noticed you mentioned porterhouse steak very 
quickly there. 

Mrs. Bresk. They were gifts to us is the reason why I remember 
them. We don’t have them. 

The Cuarrman. Did you at any time go over to the telephone while 
this conversation was going on? 

Mrs. Besx. Well, I think that I did. 

The Cuairman. Do you recall what your husband said during the 
course of the conversation ? 

Mrs. Besk. No, I wasn’t paying any attention 

The Cuarrman. Even though you were standing right at the phone, 
you said? 

Mrs. Beskx. No, I wasn’t at the telephone. 

The Cuarrman. How did you speak if you weren’t at the tele- 
phone? 

Mrs. Besx. Well, I did then, but I hadn’t been at the telephone. I 
know that they were in there. 

The CuHarrman. Pardon me for interrupting, but did you just 
come up to the phone, take the phone and speak, and then leave right 
away ? 

Mrs. Besx. Well, I may have reached in from the kitchen and taken 
it or something. 

The Cuarrman. How long did the telephone conversation last with 
your husband ? 
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Mrs. Brsx. I didn’t really pay any attention. 

The Cuatrrman. How long a time after the ringing of the phone 
el: aps sed before you went to the phone to talk? 

Mrs. Besx. I don’t know that either, sir. 

The C HAIRMAN, You said you remember the phone ringing? 

Mrs. Brsk. Yes. 

The Crarrman. You were quite aware of things then? 

Mrs. Besx. But I didn’t pay too much attention in the preparation 
of dinner. I mean, I didn’t judge time or anything like that. 

The Cuarrman. You were cooking dinner, you said, cooking porter- 
house steak. And the phone rang before you started to cook it or 
after it? 

Mrs. Besx. I was in the kitchen and fixed potatoes and everything 
else that goes W ith it, so that takes a while. 

The CHAIRMAN, When did the phone ring during’ those operations ? 

Mrs. Brsk. It was in the kitchen, and it must have rang shortly 
after I went in there. 

The Cuarrman. In other words 

Mrs. Besk. I know I wasn’t finished cooking dinner. 

The CuairmMan. You had completed several operations in cooking 
dinner before you went to the phone; is that correct, or before you 
talked over the phone? 

Mrs. Besk. Yes. 

The Cuamman. I have been asked to ask you who answered the 
telephone. 

Mrs. Besx. I don’t know that, 

Mr. McCape. Mrs. Besk, you i a very responsible position 
for your local in Barstow and you did at the time this conversation 
took place. Now you tell us that you did discuss this welfare matter 
on that telephone at that time. What I would like to know is how 
did you know the subject of the conversation which you took up if 
you didn’t overhear your husband discussing the matter already 
with Mr. Gee? 

Mrs. Besx. Well, I don’t know. T know on that telephone conver- 
sation I was talking mostly about picketing, and having picketed the 
U & I Cafe previously, before. 

Mr. McCapr. There was a continuity to this conversation and you 
have told us that you did take part, that you came from the kitchen, 
took the telephone, and discussed some matters as a portion of that 
conversation. I would like to know how you can remember doing 
that if you can’t remember the rest of the conversation. 

Mrs. Besk. Well, I wasn’t paying any attention. 

Mr. McCapr. If you weren’t paying any attention, then how did 
you automatically pick up the trend of the conversation and fit your 
comments into the middle of it? 

Mrs. Besx. Well, they might have yelled at me or something to 
come and talk over the telephone or something. 

Mr. McCase. About what ? 

Mrs. Besx. I don’t know. I think I was talking just generalities. 
I wasn’t talking health and welfare or anything. 

Mr. Granam. You were talking about the U & I Cafe? 

Mrs. Besk. But that had happened 4 or 5 years ago when I first 





came. 
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Mr. Granam. Then, also, when your husband asked you who the 
girl was, I guess you must have told him that it was a girl that worked 
for somebody else; was that it, or something like that ¢ 

Mrs. Bresx. I don’t know. I don’t remember him asking me. I] 
might have. I know in the conversation he paused and yelled over to 


someone, you know, spoke to someone. 

Mr. McCapnr. Would you say, then, that your husband briefed you 
as to the nature of the conversation before you took the telephone ¢ 

Mrs. Besx. Well, I don’t know whether he dic | or not. 

Mr. McCane. Would you say that he did? 

Mrs. Besx. He might have. 

Mr. McCanr. Could you say definitely that he did or did not? 

Mrs. Besk. Well, no. 

Mr. McCape. You couldn't Say that he did and you won't Say that 
he didn’t ? 

Mrs. Besk. No. 

The CHatrman. Mr. Holt? 

Mr. Horr. Mrs. Besk, you have been here all morning. As you 
know. we are atte mpting to get some kind of rules and re ulations for 
the oper: ition of these welfare funds, to vet cons structive suggestions. 
Most folks don’t remain in one city as long as you have remained in 
Barstow and worked. 

As you know, there are a lot of transient workers in this type of 
work. 

Mrs. Besk. That is true. 

Mr. Hour. We want to get some type of regulation to see that people 
get good insurance, and the best in life insurance. This is a construe 
tive hearing. 

What else did you have for dinner that night besides porterhouse 
steak and potatoes / 

Mrs. Besx. I don’t know Probably anything. I always fix a 
salad. so I know I had that. 

Mr. Hour. You had your hands full in the kitchen, didn’t you! 

Mrs. I BESK. Yes. 

Mr. Hour. How close is the phone to the kitchen ? 

Mrs. Bresk. Well, it is quite close, but my refrigerator sets on the 
back porch. 

Mr. Ho rr. Is the phone in the kitchen ? 

Mrs. Besk. No, itisnot. It is inthe front room. 

Mr. Horr. The front room ? 

Mrs. Besk. Yes. 

Mr. Horr. Where was vour husband when the telephone rang ? 

Mrs. Besk. He was probably in the front room. 

Mr. Hor a Who: answe ‘red the telephone ? 

Mrs. Besk. I don’t know that, sir. 

Mr. Hotr. Where was Mrs. Powell ? 

Mrs. Besk. I think she was helping me. 

Mr. Hour. How much had you been drinking on this particular 
party / 

Mrs. Besk. Like I said, we had been drinking a couple of days 
before, and the night, and then all that day ever since we got up. 

Mr. Horr. You said 3 or 4 days. 

Mrs. Bresk. Well, my husband and T had been, because we had been 
to Las Vegas. 
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Mr. Horr. When did you start drinking? 

Mrs. Besk. That day ? 

Mr. Hour. That party. 

Mrs. Besk. At least a couple of days before, because I am off on 
Thursday and Friday and I had 3 ds ays off. 

Mr. Horr. Youstarted in Las Vegas? 

Mrs. Besk. Yes. 

Mr. Horr. And just continued on to Barstow ? 

Mrs. Besx. Well, we were able to drive home. I mean. we were all 
right to drive home. 

Mr. Hour. Did you sleep ? 

Mrs. Besx. Yes. We slept in between those times. 

Mr. Hour. What time would you go to bed ? 

Mrs. Br sk. Well, at various times, sometimes early in the morning, 
2 or 3 o'clock, sometimes early. 

Mr. Hour. What time would you get up ? 

Mrs. Besx. Well, it just depends. 

Mr. Horr. What time did you get up this Saturday? 

Mrs. Besx. I wouldn’t know that. 

Mr. Horr. Approximately. 

Mrs. Brsk. I don’t have any idea. 

The CyarrMan. Pardon me, may I ask something here so occasioned 
by your question / ¢ 

Mr. Hour. Certainly. 

The CnatrMan. About the answering of the telephone, there were 
only three of you, were there not ? 

Mrs. Besk. That is true. 

The Cuatrman. And you say Mrs. Powell was helping vou, and 
you know the telephone was answered because the conse rvation was 
roing on. Who else would have answered the tele “pl ione the TN, but 
your husband ? 

Mrs. Besk. It wasa man’s voice. So it must have been him. 

The CuatrMan. I understood there were just the three of you there. 

Mrs. Besk. Mr. Powell had been there off and on all day. I don’t 
know if he was there or not. I don’t believe he was there at the time. 
There had been other company there, too, but I don’t believe there 
was any one else there. 

The CHAIRMAN. I don’t believe there is any question about your 
husband answering the phone. 

Mrs. Bresk. I don’t know. I wasn’t there. TI did hear the tele- 
phone and it was answered. So I imagine he was the one that 
answered the phone. 

The Crarrman. He said that a voice came over the phone and he 
said “This is Mr. Gee.” I remember that. 

Mr. Horr. Your husband called you to the telephone to talk about 
the picketing. That was probably because you knew more about that 
than he did, is that true? 

Mrs. Besk. Well, as I remember that recording and everything, I 
really didn’t say anything about their picketing that had been going 
on then. Tt was mostly that they had had trouble before and that 
it got settled very peacefully and quickly. 

Mr. Granam. Is that actually what you did say to him? 

Mrs. Besk. Yes, as well as I remember that recording that was 
played today. 
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Mr. Granam. No, I meant to your recollection. When you talked 
to Mr. Gee, is that what you said to him ¢ 

Mrs. Besx. Yes, and if I didn't get the idea over to him, that is 
what I meant, that we had had trouble before, and it had been settled 
very peacefully. I didn’t see why this should continue, and it hurt 
both sides because it hurt our members and it hurt them. too. mean, 
it doesn’t do either side any good for picketing to go on. 

Mr. Hour. In other words, vou Wi inted to vet the controversy over ¢ 

Mrs. Besk. Certainly, because we have members that could go to 
work, if it was a union house. We do have a lot of union members 
that do get out of employment. 

Mr. Horr. In your conversation on the recording, you say there 
is confusion as to which Mr. Gee this was 1 forget that. Could 
you refresh my memory ¢ 

Mrs. Besk. I don't believe he even told me, and I don’t think I 
told him my name. ] just talked. He said there was a waitress 
here, and I don’t believe I mentioned my name at all to him. 

Mr. Horr. That is right, you didn’t. You just said a witress there. 
What was the controversy about these two cafes! Some waitress 
said she was working 914 hours or something. 

Mrs. Brsk. That is Mrs. Powell's conversation. That said over 
the recording that it was Mrs. Powell. It wasn’t me. 

Mr. Hovr. I got them confused. When vou talked, though, he 
asked you a question about some confusion as to which eafe this was. 

Mrs. Bes. No. 

Mr. Hour. What question did he ask you? 

Mrs. Bes. All we talked ats was the U. and I. Cafe, and he said 
he didn’t remember it. 

Mr. Hour. Your Seat said he didn't remember it. 

Mrs. Besk. No, Mr. Gee. He said he didn’t remember it. And I 
said it was when Irish and Griff were in oflice, and that was prior 
to the ones we have in office now. They were the ones that were in 
office at the time this health and welfare was put into effect. 

Mr. Hour. That is before Mr. Rees? 

Mrs. Besk. Yes. 

Mr. Hour. Your husband called you to the phone to clarify some 
thing about a cafe I thought, or he called you to the phone to clarify 
the pie keting. He was confused on one point and he wanted you to 
clarify it. 

Mrs. Besk. No: I think I talked mostlyv—I think they had been 
talking mostly, if I remember rightly in that recording, that they 
had been picketing before, and he said, “No, they had not,” and 
that is all T said, that they had been picketed before 

Mr. Hour. The Gee Cafe had been pic ‘keted ? 

Mrs. Besk. The U. and I. He is in partners. We put the pickets 
on one afternoon and took them off that night and it was all settled. 

Mr. Hour. That is something you know more about than your 
husband, in your capacity as a union trustee / 

Mrs. Besk. Well, at that time, at that picketing, [ was nothing but 
a member. 

Mr. Horr. Mrs. Besk, what was your function in this? Your hus- 
band was assisting in selling this program to 2 or 3 restaurants that 
he mentioned, that you know the names of and I don't. 

Mrs. Besx. Well, I can’t sell anything. I have nothing to do. 
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Mr. Horr. I do not mean selling. I mean trying to explain it to 
them, to clarify it. 

Mrs. Besxk. We did. We had conversations with the different ones 
that we knew, because they had always been our friends. In a small 
town like that, you know everyone, especially if you have worked for 
them. You do become more or less friends. So you feel like you 
ean talk to them. It was just more or less friendly conversation and 
talking and explaining things to them. 

Mr. Hour. You went with your husband 2 

Mrs. Besk. A couple of times, yes, and we both talked to He ron’s— 
Heron’s Halfway House. They were quite in the dark on it, and after 
they had been told, the; understood. And the same Wity with Bill 
Devine at the Riverbottom. They had been a little confused, and we 
helped clear up a few points. ‘I hey asked us a few questions, Vol 
ko ow, and we explained the best we could. 

Mr. Hour. Did you go with him to the Beacon / 

Mrs. Besx. No. I don’t believe he went to the Beacon. I think 
he might have called the Beacon, but I don’t believe he went. But 
lL had no conversation with them. 

Mr. Hotr. What was your assighniment in this? Did you have any 
official assignments from the union ¢ 

Mrs. Bresk. No, sir. 

Mr. Hour. Do you ever receive any compensation from the union 
for organizing work / 

Mrs. Besk. I have my dues paid and that is all, that is all the com- 
pensation I have. 

Mr. Hour. Trustees get their dues paid ¢ 

Mrs. Besk. I am not a trustee; I am a member of the executive 
board. 

Mr. Hour. Excuse me. 

Mrs. Besk. Yes; and I pay my own expenses to San Bernardino. 
I am not reimbursed, except by my dues being paid. 

Mr. Hour. In other words, you are just on it to see that things are 
right? 

Mrs. Bresx. Well, it is an honor to be on it, and you don’t expect 
any compensation for it. 

Mr. Hour. Are you familiar with the meeting that occurred with 
some of the restaurant owners and Mr. Besk, and the insurance broker, 
Mr. Lever, I believe it is? 

Mrs. Besx. I know they did have a series of meetings. 

Mr. Hour. You =e not attend any of them? 

Mrs. Besk. No, s 

Mr. Horr. Did you have anything to do with the picketing at the 
U and I Cafe, which I believe you mentioned ? 

Mrs. Besk. I have picketed every cafe that has been. It is our duty 
to do picket duty and I always do. 

Mr. Hour. Does your husband assist you? 

Mrs. Besk. No: there has been only one time, and that was at the 
Beacon, and I was walking the picket, and I was being heckled and 
molested and at-ealled and everything, and finally he came over and 
took the picket from me and told me to sit down. That is the only 
time that he had ever carried a picket. He finished out my tour of 
picket duty that night and that is the only time. 

Mr. Hott. It is cus tomary to pay for picketing, is it not? 
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Mrs. Besk. No, sir. 

Mr. Hour. Were any of the pickets paid up there? I believe it was 
mentioned. 

Mrs. Besx. Not to my knowledge. I never received any compet 
sation. ; 

Mr. Horr. Did any of the others, to your knowledge ? 

Mrs. Besk. Not to my knowledge. 

Mr. Horr. Your husband drinks quite a bit, does he not ? 

Mrs. Besk. We both do. 

Mr. Hour. Has he ever been arrested / 

Mrs. Besk. Yes. 

Mr. Hour. He has? 

Mrs. Bresk. Yes. 

Mr. Hour. low many times ¢ 

Mrs. Besk. We 
life. 

Mr. Hour. How long have you been married / 

Mrs. Besk. Seven years. 

Mr. Hour. Do you have any children ¢ 

Mrs. Bes. No. 

Mr. Ho ur. Have you evel been arrested ¢ 

Mrs. Besk. Once. 

Mr. Hotr. What was that for? 

Mrs. Besk. Well, it was just recently. 

Mr. Hour. Drinking ?¢ 

Mrs. Besx. Drunk. 

Mr. Hour. Getting back to this, do you have anything you would 
like to add about the controversy over the Gee Cafe and this pl Ll. Ol 
anything that you would like to tell us 4 

Mrs. Bresk. The only thing I would like to Say 1S that I think we 
have a wonderful health and welfare plan Ihh, and | th nk Lhe union 
has done wonders to get it for us. I would like to see each and every 
jaboring class of person be covered by some form of insurance, because 





l, I don’t know. I haven't known him all of my 


1 think that when you just work, you never actually save that money, 


you know, for an elnergency. | would like to see 1l made a statewide 
thing that the State could handle, something lke that. 
Mr. Ho tr. That Is a constructive suggestion. \\ hat seemed Lo be 


the difficulty with explaining it to Mr. Gee ¢ 

Mrs. Besx. I don't know. I think in my opinion the only thing 
that I could figure would be that he didn’t want to pay on nonunion 
members, but that is part of the agreement, and when you sign a con 
tract, that is that you will live up to the agreement, and he didn't 
want to live up to the agreement, evidently. 

Mr. Hour. Did he work his girls overtime / 

Mrs. Beskx. I have heard that he has, and that they closed, but if 
there were customers t hat were at the door, he wouldn't lock the doors. 
and he made the girls work over. But J don't know because L never 
worked for him. 

Mr. Hour. The union had a test waitress in there that was involved 
in working a 91-hour day ¢ 

Mrs. Besk. Not at his cafe. 

Mr. Ho tr. ‘That was part of the confusion with Murs. Powell hn the 
phone conversation: was it not / 


53814 D4 pt. 1 —f(5 
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And you say you thought the recording occurred probably around 
7 o'clock at night? 

Mrs. Besx. It was in the evening. 

Mr. Horr. And you couldn't overhear your husband talking on the 
telephone at all? 

Mrs. Besk. I don’t pay any attention to him when we are drinking. 
We get along better that Way. 

Mr. Horr. What did he say when he called you to the telephone ? 

Mrs. Besk. I don’t think he even actually said anything. If he 
did, he might have motioned for me to come. 

Mr. Hotr. How did you get to the telephone ¢ 

Mrs. Besk. I walked. 

Mr. Hour. He remembers the bell ringing or walking or something. 
How do you remember ¢ 

Mrs. Besx. I know the bel] rang. 

Mr. Hour. What makes you remember talking on the phone ¢ 

Mrs. Besk. | can remember talking about the U & I Cafe. 

Mr. Hour. That is all, Mr. Chairman. 

The Cuatrman. Mrs. Besk. I would like to make this comment so 
there will be no misunde) standing. We are not here to do harm to the 
principle of having union welfare and pension funds. I think that 
is fine for the workers. We are here for the purpose of vetting legis 
lation worked out or recommending legislation to Congress to see 
that they are properly administered and run for the benefits of the 
workers. We are also interested in what tvpe of methods are used 
in working out collective-bargaining agreements in connection with 
these welfare plans. We certainly frown on the idea of threatening 
somebody’s life if they don’t join a welfare plan. That is the purpose 
of our interest here. I want you to bear that in mind. 

Mrs. Besx. [t would just be an idle threat. It would just be drunk 
talk. ‘That is just the way he operates. 

Mr. Hour. Probably in jest? 

Mrs. Bresk. That isall. I know he wouldn’t harm anyone. We only 
have a half dozen or so animals at our house, and if anybody is that 
good to animals, they certainly wouldn’t hurt a human. 

Mr. Hour. Was this your husband's voice on the recording ? 

Mrs. Besx. It sounds like it. 

Mr. Grauam. There is no question in your mind but that the record 
ing reproduced the conversation you had with Mr. Gee; is there ¢ 

Mrs. Best. It could have been; yes, sir. 

Mr. Granam. I say there is no question in your mind but what it is; 
is there? 

Mrs. Besk. Well, I just don’t know how to answer that. 

Mr. Granam. In your particular conversation with Mr. Gee, you 
talked about the same subjects? 

Mrs. Besx. Well, I believe I did say that; yes. 

Mr. Granam. And participating in the same conversation was your 
husband and Mrs. Powell: is that— 

Mrs. Besx. I presume so. 

Mr. Granam. No; was it not? You recall that you discussed with 
Mr. Gee on this day those certain things, and participating in the 
telephone conversation on that day was your husband and Mrs. Pow 
ell; is that correct ? 

Mrs. Besk. They were at the house with me; yes. 
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Mr. GranAm. And they were talking over the telephone with Mr. 
Gee; were they not ¢ 

Mrs. Besk. I guess so. 

Mr. Grauam. Were they ? 

Mrs. Besk. I suppose so. 

Mr. Granam. Were they ¢ 

Mrs. Besk. I wasn’t in the room all the time. 

Mr. GRAHAM. You had to be when you were at the telephone. 

Mrs. Besk. I had to be; yes. 

Mr. Granam. Weren't they there talking to Mr. Gee ¢ 

Mrs. Bresk. As well as I remember. 

Mr. Horr. Who did you hand the phone back to, Mrs. Besk ¢ 

Mrs. Besk. I don’t remember that, sir. 

The CHarrmMan. Mr. Lueas ¢ 

Mr. Lucas. No questions. 

The Cuarrman. Mr. Miller? 

Mr. Miuier. | have no more questions. 

The CHarrman. I have no more questions. 

All right, thank you very much. 

Mr. McCape. Mrs. Powell ¢ 

The CratrmMan. Would you raise your right hand? Do you sol 
emnly swear to tell the truth, the whole truth, and nothing but the 
truth, so help you God ¢ 

Mrs. PowE.uu. I do. 


TESTIMONY OF MRS. HELEN POWELL, BARSTOW, CALIF 


The CHamman. Mr. Counsel ? 

Mr. McCane. Would you state your full name? 

Mrs. Powreix. Helen Powell. 

Mr. McCase. And your address ?¢ 

Mrs. Powein. 318 Bary Ann, Barstow, Calif. 

Mr. McCane. What is your occupation ¢ 

Mrs. Powei.. [am a waitress, but at present I am unemployed. 

Mr. McCanr. For how long a time have you worked as a waitress? 

Mrs. Powe. Since 1935. 

Mr. McCasr. Since 1935? 

Mrs. Powe. Yes. 

Mr. McCane. For how long a time have you lived in Barstow ? 

Mrs. Powreii. Well. I came to Barstow in 1948. 

Mr. McCane. 1948 / 

Mrs. Powe tu. Yes, sir. 

Mr. MoCare. Are you a member of the Culinary Workers Local 535 ? 

Mrs. Powet.. I have a withdrawal card now. 

Mr. McCane. At what time did you receive the withdrawal card ¢ 

Mrs. Powein.. In December, I think, of last year. 

Mr. McC apne. December 1952? 

Mrs. Powetn. Yes, sir. 

Mr. McCane. What is your status as a withdrawal member insofar 
as the health and welfare fund ? 

Mrs. Powe... I don’t have any at all. There is nothing. I have no 
benefits at all. 

Mr. McCape. As a withdrawal member, you are entitled to no 
benefits / 
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Mrs. Poweiz. That is right. 

Mr. McCane. Are you entitled to any life insurance under this 
program ¢ , 

Mrs. Powetu. No, sir. 

Mr. McCase. You are not entitled to any ¢ 

Mrs. Poweii. No, sir. 

Mr. McCarr. Have you heard the testimony of Mr. Gee, Mr. Besk, 
and Mrs. Besk ¢ 

Mrs. Poweit. I heard part of it. 

Mr. McCase. You heard part of it? 

Mr. Powe. Yes, sir; I went outside during part of it. 

Mr. McCare. You went outside during part of it / 

Mrs. Powe. Yes, sir; I did. 

Mr. Mi e ABE. Do you res all a telephone conversation which we have 
discussed here in parts ot this testimony of the other witnesses ? 

Mrs. Powett. Well, I recall the telephone conversation at one time 
at Mr. Besk’s, but whether it is the same one, I don’t know, because J 
don’t remember the date at all. It was sometime in the spring. That 
is all I remember about it. 

Mr. McCane. In the spring of 1954? 

Mrs. Powenr. Yes, sir; this year. 

The CuarrMan. May I interrupt to clear one thing in the begin 
ning’ If I remember correctly, you went out of the room when I 
suggested that women might well leave? 

Mrs. Powe. Yes, sir; I did. 

The CHarrMan. So you didn’t hear this tape recording at all, « 
you / 

* Mrs. Powexx. I heard part of it, yes. 

The Cuarrman. I didn’t know you heard it at all. 

Mrs. Powe... [heard part of it. 

Mr. H« Lr. You came in at the end, did you 1 ot, Mrs. Powell ? 

Mrs. Powerit... Yes, sir; I did. 

Mr. McCape. But you have heard the other discussions about the 
recording ? 

Mrs. Powetu. Yes, sir: I heard it. 

Mr. McCase. Even though you missed the greater portion of the 
recording itself 2 

Mrs. Powerex. Yes, sir. 

Mr. McCarr. Do you recall a conversation of the type we have dis 
cussed while you were here ? 

Mrs. Powe. Well, ves, sir. I think that possibly IT recall it, ves. 

Mr. McCasre. And you say t hat was probably in the spring of 1954 ¢ 

Mrs. Powetn. Yes, sir. 

Mr. McCape. And you mentioned that that was the telephone con 
versation, I think, as you said, with Mr. Besk. Do vou mean by 
that——— : 

Mrs. Poweti. No, I didn’t say it was with Mr, Besk. 

Mr. McCasr. I misunderstood you then. 

Mrs. Pow1 LL. You asked me if ] remembered a telephone conversa- 
tion at Mr. Besk’s, and I said, yes, I did. 

Mr. McCase. A telephone conversation at Mr. Besk’s house ? 

Mrs. Powe. Yes, sir. 

Mr. McCase. And in which you took a part ? 

Mrs. Powe... Yes sir, I did. 


lid 
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The CHarrMan. With whom? 

Mr. McCase. Who was the party at the other end of the line? Do 
you know ? 

Mrs. Powetu. I don’t know. I was there in the kitchen when the 
telephone rang, and I think I was setting the table, and I was back 
and forth, into the kitchen and into the living room. Eventually I 
think Mr. Besk called me to the telephone and said it was Mr. Gee. 
But I do not know Mr. Gee, I wouldn’t know his voice on the tele- 
phone or anywhere else. 

Mr. McCase. You did not know the party on the other end of the 
line? 

Mrs. Powetn. No, sir; I didn’t. 

Mr. McCase. But you did take part in the conversation at the home 
of Mr. Besk ¢ 

Mrs. Powe.u. Yes, sit 

Mr. McCapre. And there were other people there at that time. Who 
were they / 

Mrs. Powrein. Mr. and Mrs. Besk and my husband and I. 

Mr. McC ase. Can you tell us how many of the four of you took part 
in that conversation ? 

Mrs. Powetn. I don’t think my husband did. The rest of us did. 

Mr. McCane. That would be Mr. Besk, Mrs. Besk, and yourself? 

Mrs. Powe.u. Yes, sir. 

The Cuarrman. Mr. Lucas? 

Mr. Lucas. When Mr. Besk told you it was Mr. Gee on the other 
end of the line, you believed him, didn’t you? 

Mrs. Powerit. Well, yes. I don’t see any reason for him to lie. 

Mr. Lucas. Therefore at the time you were talking with someone 
on the telephone, you believed yourself to be talking with Mr. Gee? 

Mrs. Powetu. Sure. 

Mr. Lucas. So there is no doubt in your mind, then, that at the 
time you were carrying on that conversation, you were talking with 
Mr. Gee, is there? 

Mrs. Powreun. No, there shouldn’t have been, because if Mr. Besk 
told me that, there shouldn’t have been. 

Mr. Lucas. That is all. Your answers were not directed to the 
point, so I had to ask those questions to find out. 

The CHartrMAN. Mr. Holt? 

Mr. Horr. I believe you stated when you were talking to Mr. Gee 
that you did not know him. 

Mrs. Powe. That is right, I don’t know him. 

Mr. Horr. You had not worked for him ? 

Mrs. Powrei,. No, sir. I worked for the other Gee. I worked for 
Sammy Gee. I worked about 2 weeks for him. 

Mr. Hour. And also you gave a little talk on these programs, how 
good they were, and also you had never heard, I think, that Mr. Gee 
hi id treated its help wrong, or did you say— 

Mrs. Poweiu. No, I didn’t say that. I said that Mr. Gee had never 
mistreated me, that I had never been mistreated. 

Mr. Hour. You said nothing about Mr. Gee ? 

Mrs. Powerit. No, Mr. Sammy Gee. This Mr. Gee I don’t know 
anything about him at all. 

Mr. Horr. You had nothing against Mr. Sammy Gee? 
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Mrs. Powetx. That is right. I said I worked for him for 2 weeks, 
and I said I had nothing against. him because he never mistreated me, 
but the other man, I don’t know him. I never worked for him and 
I don’t know anything about him. 

Mr. Granam. You thought when you picked up the phone that you 
were talking to Mr. Gee ? 

Mrs. Powetu. No, sir. 

Mr. Horr. You mentioned one girl that worked 914 hours? 

Mrs. Powetn. No, sir; that was not in my conversation at all. I 
think if you play that bac k, you will see it wasn’t me that said i 
I don’t know who said that, but it wasn’t me who said it. 

Mr. Horr. Was that Mrs. Besk who said it? I remember hearing 
that. 

Well, what time of day was this conversation ? 

Mrs. Powe.u. It was along in the afternoon or night. I don’t know. 
We were preparing supper. I had gone and got some steaks and I 
brought them back and Mrs. Besk and I were cooking them. I was 
setting the table and I think she was doing most of the cooking. 

Mr. Horr. You were in and out of the kitchen ? 

Mrs. Powe. Yes, sir. 

Mr. Hott. Mr. Besk sited you to the telephone. What did he say 
when he asked you to the telephone ? 

Mrs. Powetu. I think he just said, “Come here and talk to him.” 

Mr. Horr. Talk to who? 

Mrs. Powe... Well, I mean after all we knew they were having 
trouble. We all knew they were having trouble. We knew what 
the discussions were. You couldn't live in Barstow and not know 
they were having trouble. We all knew they were having trouble 
and knew what it was about. After all, I have been a member of the 
union for a good many years, and I have worked for a number of 
years, and to me the union is the only thing for a working person. 
As I said in the recording, although I was a little drunk, I started 
a long time ago when there wasn’t a union and therefore I knew what 
it is. When I talked to Mr. Gee over the telephone, I was saying 
what I knew, because I have worked without one. I didn’t know 
what Mr. Besk said, but I did know what had been the trouble, that 
they had not been signed up with the union, and I was trying to 
find out from him what was his beef about the union, why he wouldn’t 
sign up. 

Mr. Hour. What do you think about what Mr. Gee told you? 

Mrs. Powr.u. Well, not knowing Mr. Gee or anything about it, ~ 
I really don’t know. 

Mr. Horr. IT mean over the telephone. 

Mrs. Powetn. IT don’t know. 

Mr. Horr. You suddenly don’t remember ? 

The CnratrmMan. You had stated to Congressman Holt that Mr. 
Besk had called you to the telephone to talk to Mr. Gee. He wasn’t 
completely intoxicated at that time. He had enough knowledge to 


do that; did he not? 
Mrs. Powe. He was pretty well loaded, I tell you, for sure. 


The CHarrmMan. But he asked you to come to the phone and talk 
to Mr. Gee? 





WELFARE AND PENSION FUNDS IN LOS ANGELES AREA S] 


Mrs. Powett. I remember when he would say something and 
wouldn’t remember. He had been sick for several days. He had had 
some teeth pulled. 

The CuarrMan. But he knew he was talking to Mr. Gee, and he 
wanted you to submit some kind of proof or some kind of informa 
tion to Mr. Gee: is that correct ? 

Mrs. Powe... That doesn’t Say that he could remember. I have 
talked to that man and he couldn’t remember that he talked to me. 

The CHAIRMAN, But he told you to come and talk to Mr. Gee. 

Mrs. Powrenu. That is right. 

The CrarrmMan. And some little conversation had been going on 
before that ? 

Mrs. Powe... It is possible that I may have heard him. As T say, 
IT was in and out of the kitchen, to the table sitting in the end of the 
living room, and the telephone sits almost by where I was setting the 
table. Possibly I heard him talking to Mr. Gee. But I don’t pay 
any attention to people's conversations on the telephone and I cet 
tainly don’t pay any attention to drunk people talking. 

Mr. Hour. Did vou hear the telephone ring ¢ 

Mrs. Poweuu. I imagine I did. But it rings quite a bit up there 
Both of them are union members and it rings quite a bit up there. 
I am up there lots and it rings a dozen times when I am up there. 

Mr. Horr. Did it ring a lot on this particular occasion ¢ 

Mrs. Poweiu. I wouldn't say that it did, because I don’t remember. 

Mr. Horr. Did it ring after you got the porterhouse steaks or 
before ? 

Mrs. Powen.. It must have rang after I came back, because we 
were cooking the steaks when the telephone conversation was going 
on. That I remember. 

Mr. Hour. Where did you get the steaks ? 

Mrs. Powe. I got the steaks at Pendleton’s. 

Mr. Hour. Did you drive? 

Mrs. Poweuu. No, sir; I walked. 

Mr. Hour. How far away is that? 

Mrs. Powe... About 21% or 3 blocks up there. 

Mr. Hort. Did you call Mrs. Besk to the telephone ? 

Mrs. Powretyt. No, ma’am, I didn’t call Mrs. Besk to the telephone. 
I wasn’t talking on the telephone at all, whenever Mrs. Besk talked. 

Mr. Hott. Who called Mrs. Besk to the telephone ? 

Mrs. Powetu. I imagine her husband did, because he was the one 
talking. He was the one who started the conversation out, so I 
imagine he called her. 

Mr. Horr. Did that occur while you were in the house or getting 
the steaks ? 

Mrs. Powe tu. No, that occurred while I was in the house. The 
whole conversation occurred while I was in the house, after I got 
home. 

Mr. Hott. How far is the telephone from the kitchen ? 

Mrs. Powe tt. It sits up against the wall into the kitchen, inside 
the living room. 

Mr. Hort. Where were you when Mr. Besk called Mrs. Besk to 
the telephone? 
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Mrs. Powe. I don’t know. I might have been on the back porch 
getting a drink, but at leastways—I was in and out, and I know the 
conversation Was going on. 

Mr. Hour. You know Mrs. Besk talked on the telephone ? 

Mrs. Powerit. Yes, I do. But that has been 4 or 5 months ago and 
I can’t remember every detail. 

Mr. Hour. How soon after the conversation was on did you know 
Mr. Gee was on the other end of it? 

Mr. Poweuu. Yes. I did know who it was before I got hold of it, 
because I think I heard him call his name or something. I think Edna 
said who it was. 

Mr. Hour. Was this your voice on the recording ? 

irs. Powexw. If it is, lam going to quit drinking. 

Mr. Ho rr. Is this Mr. Besk’s voice? 

Mrs. Powerit. I really don’t know. It sounded a lot like him, but I 
couldn't say it is. 

Mr. Hour. Did you ever talk to him over the telephone ? 

Mrs. Powe.i. Once or twice; yes. 

Mr. Horr. Are you employed as a waitress now? 

Mrs. Powerti. No, unemployed. 

Mr. Hour. You have a youngster? 

Mrs. Powreuiu. No, I have two grown children. 

Mr. Horr. You are a member of this union ? 

Mrs. Poweti. Yes,sir: Iwas. I have a withdrawal card. 

Mr. Hour. You are eligible for the benefits ? 

Mrs. Powe... No, sir: Tam not eligible for anything. 

Mr. Horr. Did you have any part in the organizational project ? 

Mrs. Powe... No, sir: I didn’t. 

Mr. Hour. You did not talk to anybody ? 

Mrs. Powein. All I did was picket. That was our duty and I 
picketed. 

Mr. Horr. Did you get compensated for picketing? 

Mrs. Powerit. No, sir: I didn’t. And my husband picketed and 
he did not vet compensated either. 

Mr. Hour. What business is your husband in? 

Mrs. Powe.ti. A switchman, works for the Santa Fe. 

Mr. Hour. Mr. Besk ? 

Mrs. Powe. Yes. 

Mr. Hour. Your husband didn’t go out with Mr. Besk or anything 
in this organizational work ? 

Mrs. Powe. No, sir. 

Mr. Hour. Those are all the questions I have. 

The CnHatrman. Mr. Lucas? 

Mr. Lucas. No questions. 

The CHatrman. Mr. Miller? 

Mr. Miuuer. Mrs. Powell, it is refreshing to have someone on the 
stand that was sober enough to remember what was going on that 
afternoon. 

Mrs. Powe. T didn’t say T was sober. 

Mr. Mitier. I am wondering whether we cannot agree on some 
things. 

Mrs. Powe... I will try. 

Mr. Miuurr. I think we will all agree that Mr. Besk answered the 
telephone. 
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Mrs. PowE.t. Well, ev ident ly he must have, because I didn’t answer 
it and Mrs. Besk didn’t answer it, and I don’t think my husband 
answered it, because he was asleep at the time. 

Mr. Miter. | think even he will agree to that. That is one thing 
he did remember, that there was somebody on the other end that called 
himself Mr. Gee. We will all agree that Mrs. Besk was also there? 

Mrs. Powreti. Yes; Mrs. Besk was there. 

Mr. Mintuer. And you were there. You remember that Mrs. Besk 
was called to the telephone ¢ 

Mrs. Poweu.. | remember her talking on the telephone. I don’t 
Say that 1 remember her being called to the telephone because I might 
have been on the back porch. | might have been in the kitchen some 
where. I just remember that the girl talked on the telephone. ‘That 
is all I remember. 

Mr. Minier. You are quite sure your husband did not talk on the 
telephone ¢ 

Mrs. Powe ut. No: I think he was asleep. lam pretty sure he didn’t 
talk on the telephone. 

Mr. Mitirr. | believe you did testify that you were reasonably sure 
that he didn’t talk on the telephone. 

Mrs. PowreuL. Yes, sir; I am reasonably sure he didn’t. 

Mr. Minurr. This telephone conversation on that end had to be 
nmong three of you, Mrs. Besk, Mr. Besk, and yourself. It nearly had 
to be that way; did it not? There was nobody else there except your 
husband, and he was asleep, and all this 2714 minutes was consumed by 
Mr. Besk and Mrs. Besk and yourself. And Mrs. Besk will acknow! 
edge her part of the conversation. She seems to be clear on that, and 
you are clear on yours. And then just by a process of subtraction o1 
elimination all the rest of the time must have been consumed by Mr. 
Besk. It just nearly has to be that way; does it not’ It looks that 
wiy, does it not, on the face of it / 

Mrs. Poweiu. Well, it wasn’t me 

Mr. Minuer. Then it looks as if we have more than circumstantial 
evidence that this conversation that we heard, wherein one man was 
threatening another, that the part that went on in that living room 
where you were preparing dinner was the voice of Mr. Besk. ‘There 
just wasn’t anybody else there, excepting him during that time. We 
heard your voice and you ac knowledge it. We heard Mrs. Besk. And 
the rest of the time must have been Mr. Besk. Well, where are we? 
We have just practically concluded, it seems, that there is a union mem 
ber that is threatening an employer, practically threatening his life if 
he doesn’t do certain things, he, as a union member wants him to do. 
Was this Mr. Besk talking as an oflicer of the union? Was this the 
union trying to force this ¢ 

Mrs. Powerit. No, sir; he was talking as a drunken man, and when 
he gets drunk, he threatens me or anybody else who happens to be 
around, and he has not hurt me yet. I don’t think he would hurt 
anybody. But he certainly was not ti uking as a union official, or with 
union ideals. That is not the way the union operates at all. 

Mr. Miter. I think every person in this room would be glad to hear 
that. 

Mrs. Powetu. It really isn’t, because I have had dealings with the 
union for a good many years, and I have never been mistreated by them 
in any way at all. 
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Mr. Miuer. If all of the things that the union is sometimes accused 
of happen through an individu: al action, when that individual is drunk, 
our problem isn’t as big as we thought it was or as it might be. 

Mrs. Poweti. You see, sir, he doesn’t have any right to act as a 
union official, because he isn’t a union official. Predane: he can’t lay 
down any union ideas or anything. He can’t put out any union policy. 
So it was just merely as I said. Good Lord, he threatens me and his 
wife and everybody else when he gets drunk. He has big ideas but 
they never go any further than just talk. 

Mr. Mitirr. The union officials just discount him as irresponsible 
and never try to hold him to account for it ? 

Mrs. Powerit. W hy should they? He is merely talking as an in- 
dividual. It is a free country. We can all say whatever we think. 

Mr. Granam. How do you know he was t: king as an individual ? 

Mrs. Power. He doesn’t hold any office in the union at all. That I 
do know. You heard his wife state that and you heard him state it, 
and I state he doesn’t. 

Mr. Granam. No; but I heard it stated that he accompanied his wife 
to talk to other people on union business. 

Mrs. Powerit. Pardon me, but she wasn’t authorized by the union to 
go and contact these people. If she did it, she did it as an individual, 
a union member. All of us feel strongly about these things. After 
all, when you have been a member of the union as m: ny years as we 
have, you do feel strongly about it. He acted as an individual. 

Mr. Granam. Does Mr. Powell belong to the union # 

Mrs. Powetyi. He belongs to the B of RT. 

Mr. Mitter. I had a few further questions. I would like to get 
back to the fundamentals of this thing. We have practically disposed 
of this issue with regard to this conversation by some drunks on one 
end and a businessman who is supposed to be sober on the other. You 
tell me you used to be a member of the union ? 

Mrs. Powsgtu. Yes, sir: I did. 

Mr. Minter. For a number of years ¢ 

Mrs. Powe. Yes, sir. 

Mr. Mitier. Did you pay money into this welfare fund ? 

Mrs. Powetn. Well, the last vear or two that I belonged to it, we 
did, but when I first belonged to it they didn’t have the welfare fund. 
All we had then was the insurance. 

Mr. Mriier. How do you happen to lose out of the benefits ? 

Mrs. Poweiy. Because I don’t belong to it. I am on a withdrawal 
card. I don’t even pay my union dues. 

Mr. Minter. You were here this morning when it was testified that 
there are about a third of the people who are receiving benefits, insur- 
ance benefits, from this fund that are not contributing to it. Did you 
hear that? 

Mrs. Powe.u. Yes, sir. 

Mr. Mititer. What do you think about that situation ? 

Mrs. Powerit. Well, I think that any union member that is in good 
standing, I think they have a right to some kind of insurance. 

Mr. Mitirr. Even though they do not pay anything ? 

Mrs. Powerit. They pay their union dues, they do their picket work. 
I mean, it isn’t their fault because they happen to work for a man that 
won’t pay into the welfare fund. That is not their fault. So the 
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only thing we can do is sign up all these cafes so all of them will be 
e ligible for it, as far as l am concerned. 

Mr. Minter. You also heard that there was a very considerable ex- 
penditure in the administration, have you not ? 

Mrs. Powe. Yes, sir. 

Mr. Mitier. Do you approve of that? 

Mrs. Power. Well, it really isn’t any of my business, because I 
don’t belong tothe union. It isn’t any of my business. 

Mr. Mitter. Would you approve of it if you did belong ? 

Mrs. Powetu. I don’t know anything about administrating some- 
thing like that. Iam not a business woman, I am just a waitress. I 
don’t know what it costs to do things like that. 

Mr. Minter. If you were a member of the union and not being a 
business woman, not being acquainted with those things, and not know- 
ing how much a reasonable charge would be for administration and for 
commissions and the like, would you feel that the union was doing its 
duty if you permitted exorbitant charges of this kind ? 

Mrs. Powrett. What do you mean by exorbitant charges? I don’t 
understand what you mean. 

Mr. Miuier. I think it was partly brought out in the testimony that 
it is costing the union, the welfare fund, a very considerable amount 
in commissions and sundr y charges just to administer the welfare fund 
and to purchase the i me ince policy. 

Mrs. Powe... Sir, I don’t know anything about things like that, 
because I don’t know how much it costs. Part of that they use as a 

reserve. That I have heard them say. But I don’t know a thing in the 
world about running a business or how much it costs to run a business 
or anything. 

Mr. Mitier. But you do know there is a good deal of dissatisfac- 
tion in that regard, do you not ¢ 

Mrs. Powe.u. Well, no, sir; I don’t know whether there is or not. 
There wasn’t as far as I was concerned. I never put but one claim 
against them and I got it. That was all there was to it. I put one 
claim against them and they paid it off and that was it. So I don’t 
have any kick with them or beef with them. 

Mr. McCare. One or two points only. 

Mrs. Powell, you said that Mr. Besk had a habit of threatening 
people ¢ 

Mrs. Powerit. Well, just popping off. You know how people talk— 
maybe you have never been around people that frank, but he does 
when he gets to drinking. 

Mr. McCane. You are testifying to that point, and you say he does 
have the habit of talking loosely and threatening people with dire 
consequences when he is drinking ? 

Mrs. Powe tt. I think it is in a joking manner. I never took him 
seriously. 

Mr. McCase. You said it was in a joking manner, yet in this play- 
back of the conversation, the record has Mr. Gee telling you that 
Mr. Besk has just threatened to kill him if he didn’t abide. by certain 
rules. The record does not have any comment, as I recall it, from you 
to try to allay any fears which Mr. Gee might feel at that time. 

Mrs. Powerit. Possibly I thought he might know Mr. Besk as well 
as I did. I don’t know. 
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Mr. McCasr. Do you have any reason for assuming that Mr. Gee 
might think this not to be a serious matter ? 

Mrs. Poweu.. I didn’t think it was. I don’t know Mr. Gee. I 
wasn't too clear myself. I had had a few drinks myself. We had 
been up there all day drinking, so what the heck. 

The Cuarmman. Mrs. Powell, you impress me as a sincere person. 
I think what I am going to ask you, you will answer in the way I 
expect the answer to be. It is not a loaded question. I think you 
would be in favor of the regulation of welfare funds to see that they 
are properly administered over the country, would you not ? 

Mrs. Poweiu. Well, I don’t understand what you mean by that. 
I don’t know enough about it to know what you mean. 

The CuarrmMan. Somebody not directly connected with those funds, 
preferably some public authority, State or Federal, would have cer- 
tain requirements as to safety of those funds, as to the handling of 
them, as to the proper accounting to the members, their workers. It 
istheir money. There is no question about that. 

Mrs. Powrei.. That is right, it is their money, and the union gets 
out and gets it for us. As long as the employers and employees have 
a voice in it, then I can’t see that it is anybody else’s business. 

The CHAIRMAN. Even if somebody in the group is careless j in han 
dling it? 

Mrs. Powe. It is the union’s members themselves. If we don’t 
have a good union, it is because we don’t attend the meetings, because 
we don’t do anything about it. 

The Carman. You do not care if they are regulated or not? 

Mrs. Poweuu. If I figured they were not, I would go and do some- 
tl ine about it. 

The CuamMan. Suppose you had your say, and you still lost your 
money ¢ 

Mrs. Powreix. I think I would stir up enough trouble that I would 
do something about it. I believe I could. There are a lot of people 
interested in things like that. A lot of union members are. 

The Cuatrman. We have a lot of union funds of great size in this 
country. ‘They are not all as small as we are dealing with today. 

Mrs. Powe... It belongs strictly to the employers and employees. 
It. is their money. 

The Cuamman. I would say it belongs to the workers. 

Mrs. Powreiu. All right. They are the employees, then, 

The Cuarrman. Not the employers, the workers. It belongs to the 
workers. 

Mrs. Powe. That is right, but the employers have a right to say, 
if they put the money out, they have a right to see that the union 
officials don’t steal it. 

The Cuatrman. They should; that is true. 

Mrs. Powetu. Well, they do have. 

The CuarrMan. And union officials should see that the money isn’t 
taken from the workers. But we have instances now appearing in 
various places, like for instance New York State, where we are getting 
quite a disclosure. We have had some in the Middle West showing 
they haven’t been run in the lovely manner which you have just de- 
scribed in certain cases. Wouldn’t it be wise that those funds be 
alah cm some way / 

Mrs. Powe... How would you propose to regulate them ? 
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The Citatrrman. Well, I have my own ideas, but in conducting the 
hearing I do not like to disclose them at this early date without a 
further investigation of them. I think the suggestions made by other 
witnesses make a lot of sense, and that is to have the States handle 
the regulation of them, by insurance commissions or something. They 
regulate insurance. They ought to run that right. People ought to 
do a lot of things, but they don’t. Human beings have weaknesses 
What we are trying to do is to protect these people. 1 am in the 
investment banking business, but the regulation went on us after 1929, 
SEC was established. We had no bad record in the running of our 
affairs, in the company with which I am associated, but we have to 
abide | V those recul: itions. W hy ‘ For the benefit of people, to pro 
tect them from those individuals who time and again have proved 
they are not honorable in handling of money. We are not pointing 
out any one individual, but it is a general proposition. I do not see 
how anyone could argue very strongly against some type of super 
Vision or regulation of funds for the benefit of the workers and thei 
—— And I do not think you feel that way about it. I wouldn't 
think so. I think you fee] they should be regulated somewhat, so 
that teas y are not all picking out one union, but picking out the whole 
field of welfare funds, to be properly regulated. I have no question 
of you if you don’t care to make any further comments. 

Mrs. Poweun. No, sir; other than to Say that we have crookedness 
in all branches of government and everything else. In everything 
we have crookedness. We have crooked people. It. is not just the 
unions. 

The Cuarrman. That is right, but that is not to say that we don’t 
try to prevent it. We have in our Government checks and balances, the 
whole theory is that, rather than have 1 person or 1 group with power 
to do anything they want. 

Mrs. Powerit. As long as we have the two groups, then, employer 
and employee, I think they would countercheck each other. I 
wouldn’t see that we need anybody else in there or that they need 
anybody else in there. 

The CuarrMan. It would be interesting to see how you feel if your 
funds are not around if you Want them some day, and you need them 
badly. 

Mrs. Powe. I think they will be around. 

The CuHatrrman. I would like to Say before this concludes that 
there may be some—how shall I describe them—bad situations ce- 
velop from time to time, when witnesses may come here to give 
statements or facts under subpena, and the facts they give and their 
appearance may subject them to some danger. 

As a representative of the Government, a me miber of the governing 
body of the Nation, I want to ay that any w _ ss who is in any way 
intimidated or molested will be dealt with 1 ry Federal authorities. 
I should have made that announcement before we started, but it is 
a good enough time to make it now. 

Have you any other statements ? 

Mrs. Powe. No, sil 

The CuarrmMan. That will be all. Thank you. 

If there is nothing further, the hearings will adjourn until 10 a. m. 
tomorrow. 

(Whereupon, at 4:45 p. m. the hearing was recessed, to reconvene 
at 10 a. m. the following day, Thursday, September 23, 1954.) 











INVESTIGATION OF WELFARE AND PENSION FUNDS 
(LOS ANGELES AREA) 


T 


THURSDAY, SEPTEMBER 23, 1954 


Houser or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE OF INVESTIGATION OF 
WELFARE AND PENSION FuNDs, 
CoMMITTEE ON EpUCATION AND LABOR, 
Los Ang Le 8, Calif. 

The committee met, pursuant to recess, at 10 a. m. in room 229 Fed- 
eral Building, Hon. Samuel K. McConnell, Jr. (chairman of the com- 
mittee), presiding. 

Present: Representatives McConnell, Holt, Lucas, and Miller. 

Present also: John O. Graham, staff director; Edward A. McCabe, 
general counsel; L. M. Weltmer, special counsel; Russell C. Derrick- 
son, chief investigator; and Carmine S. Bellino, statf consultant. 

The CHAIRMAN. The hearime will please come to order. 

Mr. Ely, will you stand and raise your right hand ¢ 

You do solemnly swear to tell the truth, the whole truth, and not] 
ing but the truth, so help you God ¢ 
Mr. Eny. I do. 


TESTIMONY OF HENRY B. ELY, ATTORNEY, LOS ANGELES, CALIF. 


The Cuatmrman. Mr. Derrickson, I believe you are to question. 

Mr. Evy. Mr. Chairman, may the record show that I am under sub 
pena here ¢ 

The Cuarrman. The record will so show, that you are under sub- 
pena. 

Mr. Derrickson. Mr. Ely, will you state your full name for the 
record 4 

Mr. Evy. Henry Bidwell Ely. 

Mr. Derrickson. Will you give your full address? 

Mr. Evy. My office address is 453 South Spring Street, Los Angeles, 
Calif. 

Mr. Derrickson. Will you explain your connection with the sheet- 
metal workers welfare fund ? 

Mr. Evy. Yes. I have had a relation to it ever since its inception, 
which was under contract by October of 1950. 1 represented a portion 
of the sheetmetal industry, contractors engaged in installation of resi- 
dental heating. And in that capacity I attended all the meetings of the 
welfare fund up until the fall of 1952. At that time I was appointed 
to the position of executive secretary of the Sheetmetal Contractors 
Association of Southern California, and I became a trustee late in 
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1952. Beginning in September of 1953 and to date I have been co 
chairman for management of the fund. 

Mr. Derrickson. Thank you. 

Will you explain to the committee how the employer trustees were 
selecte “dl for the fund? 

Mr. Exy. Insofar as the Heating Industry Council was concerned, 
it that time we had a meeting and elected two trustees on the fund. 
The Heating Industry Council negotiates the agreement with local 
108, the sheetmeal workers, in this area, for as I say, warm-air resi 
dential heating. 

I was not present when the sheetmetal contractors trustees were first 
elected. 

Mr. Derrickson. They were elected ? 

Mr. Ery. I am not positive of that. I don’t know whether they 
were elected or appointed by the board of directors of the contractors’ 
association. 

Mr. Derrickson. Do you know how the employee trustees were 
selected ? 

Mr. Exy. Well, of course, anything I say is secondary knowledge, 
but as I understand it, they appointed a temporary committee, the 
union did, by local 108, in the fall of 1950. I believe it was probably 
appointed by their executive board, I am not sure, and they held office 
as temporary trustees. Then, after that, permanent union trustees 
were elected by the union. 

Mr. Derrickson. Mr. Ely, when was this fund started ? 

Mr. Evy. Effective date for the computation of payments to the 
fund was December 1, 1950, First payments were due January 10, 
1951. 

Mr. Derrickson. At the time the fund was set up, Mr. Ely, how 
was the broker in this case selected to handle the insurance aspects 
of it? 

Mr. Evy. The broker was selected by the union; by the union repre- 
sentatives. 

Mr. Derrickson. What part did the employer trustees play in it 
tall, if any? 

Mr. Evy. The employer trustees agreed to what the union wanted. 

Mr. Derrickson. And who was the broker ? 

Mr. Evy. A man by the name of Jordan Jones in Sacramento. 

Mr. Derrickson. Did you know him? 

Mr. Exy. No, sir. 

Mr. Derrickson. Was there any question raised by the emplover 
trustees as to how this broker would be selected after the union repre- 
sentatives, as you sav, proposed him’ Was there any ‘ discussion of 
why he was selected ? 

Mr. Ery. No. Wedid know, though, that he was also the broker for 
the sheetmetal welfare fund of Northern California, which agreed 
toa welfare fund a couple of months before we agreed to one. 

Mr. Derrickson. Was it your understanding that when you selected 
that broker, that the insurance would be placed with a certain insur- 
ance company, or was it your opinion that the broker might place it 
with the company that offered the best contract to the fund? 

Mr. Evy. I want to say this, that the employer trustees had no part 
in the selection of the carrier. The union announced to the employer 
trustees who the carrier would be. I had talked with a number of 
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carriers, Aetna, John Hancock, prior to this me coming up. I 
wanted bids to be let, a request for bids to be made by the trustees to 
all or to 10 or 12 leading insurance companies. I was not successful 
in getting the trustees to: adopt that. 

Mr. Derrickson. Are you saying that the trustees did not give any 
consideration to bids offered by other companies ? 

Mr. Evy. I say that the trustees, and you are talking now about the 
joint labor-management trustees 

Mr. Derrickson. That is right. 

Mr. Ik Ly. Gave no conside ration toa choice between Various carriers. 

Mr. Derr KSON. There was ho discussion ot offers made by any 
other companies ¢ 

Mr. Evy. Not by the joint ep es 

Mr. Derrickson. Was there by the empayer trustees / 

Mr. Eny. Not by the employer trustee: 

Mr. Derrickson. It was just accepted on the basis of a proposal 
made by the employer trustees ¢ 

Mr. Ey. Yes. The employee trustees advised us that they had 
selected the carrier. 

Mr. Derrickson. Were you satisfied to accept that’ Rather, you 
were not a trustee at that time; is that right / 

Mr. Evy. No. I was very unhappy, personally. 

Mr. Derrickson. Were the other employers happy or did they indi 
cate any question to you as their atterney ‘ 

Mr. Exy. I would like to answer that | Vv making a statement. We 
negotiated with local 108 and the inter national representative, Thomas 
B. Hanley, in the fall of 1950. The employers, rather (han to have 


a welfare fund, offered more money to the union. JT thnk it was 
3 or 5 cents. The union refused that, took a strike vote. and threat 
ened to shut down the industry. The employers, on the basis of 


that threat, agreed to be joint trustees of this fund. 

Mr. Grauam. Mr. Ely, excuse me. Do you mean that the em 
ployers offered to give the employees more money in wages / 

Mr. Exy. That is right; over and above the—the original welfare 
fund payment, I believe, was 614 cents an hour, and they offered, 
I think, 9 or 10 cents, or maybe a little more—I forget the exact 
amount—over and above or instead of the 614 cents. 

Mr. Granam. In other words, they offe a the individual employee 
an increase in pay of 914 cents an hour, but they turned it down for 
a 614 cents an hour welfare-fund payment? 

Mr. Evy. That is correct. 

Mr. Granam. Thank you. 

Mr. Derrickson. Mr. Ely, as the attorney at that time to the coun- 
cil and to the trustees, did you advise them to accept the employee 
trustees proposal for this broker and this insurance company, or 
did you advise against it, or did you give any advice with respect 
to the selection of the broker and the insurance carrier? 

Mr. Exy. I was attorney for just 2 of the 6 employer trustees at 
that time, and we were in a minority. We all agreed, we thought 
bids should be requested, jointly by the trustees. That was the end 
of that. 

Mr. Derrickson. Mr. Ely, how is the administrator of this fund 
appointed or selected ? 
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Mr. Exy. Well, the first fight we had was who is going to be ad- 
ministrator of the fund. The union advised us that the insurance 
carrier had been selected, they advised us that a broker had been 


selected. And then who was going to manage this money. We 
figured it would amount to four or five hundred thousand dollars 
a year. The management trustees were of the opinion that some- 


body competent in the sense of having office experience, insurance 
experience, experience with bookkeeping machines, some of that 
type of experience, should be the proper person. The union wanted 
to have a union management. Their argument was that only a union 
man could treat fellow union men properly in applying for claims. 
So the joint trustees agreed on a compromise. We would have a union 
man to look over the claims, and somebody with bookkeeping experi- 
ence, accounting experience, office management, to handle the rest 
of the administration. 

The trustees agreed on that, and then at the next meeting of the 
trustees C. C. Artman, business manager of local 108 at the time, 
he said that his superior, Thomas B. Hanley, international repre- 
sentative for the sheetmetal workers, had vetoed that deal. It was 
going to be a union man in charge of the whole office. The meeting 
broke up at that, at a loggerhead. 

Mr. Granam. What capacity did’ Mr. Hanley have that he was 
advising on that? 

Mr. Exy. Mr. Hanley was international representative covering 
California, Nevada, and Arizona. He spoke with a weight of a 
representative of the international union. 

Mr. Derrickson. So what happened at the next meeting? What 
happened as a result of that ? 

Mr. Ery. We were having trouble getting copies of the minutes. 
I never did get a copy of the minutes of that next meeting. The 
union secretary, Clair Croudy, was taking the minutes in sort of a 
casual manner. I have not in my record just the date of the meeting, 
but I know that we had a meeting. A man by the name of Fred 
McCormick, who was a sheetmetal worker, and who had serious heart 
trouble and who couldn’t work at the trade, was the man the union 
recommended to be administrator of this fund, and that was accepted 
by the trustees. 

Now, he was to be a temporary administrator, until we could finally 
get together on the matter and iron it out. He was a temporary 
administrator from January 1951, until December 1952. 

Mr. Derrickson. What was his salary, Mr. Ely? 

Mr. Exy. His salary was always at the going rate of assistant busi- 
ness representative of local 108. 

Mr. Derrickson. Do you recall what that was? 

Mr. Evy. Well, the assistant business representatives always got 
an inerease when the employees got an increase, so it was there then 
about $125 a week. 

Mr. Derrickson. Was he allowed any expenses? What was the 
arrangement as to his expenses ? 

Mr. Ety. It is my best recollection, with Fred McCormick he did 
not get expenses. But I could be wrong on that. 

Mr. Derrickson. When he went out of office, who took over? Who 
became the administrator and how? 
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Mr. Evy. When he went out of office, I first heard by the grapevine 
that he was out of office in the late fall of 1952, around December 1. 
I didn’t know exactly why. Somebody said it was health reasons, 
and somebody said something else. I was at that time a trustee, 
by then I was a trustee; yes. 

I learned that the two cochairmen had appointed on a temporary 
basis a John Fuller. 

Mr. DERRICKSON. Had the cochairmen ever been given authority 
by the joint board of trustees to do that, to take that kind of action ¢ 

Mr. E.y. Not tomy knowledge; no. 

Mr. Derrickson. And who was appointed in that temporary 
capacity ¢ 

Mr. Evy. John Fuller. 

Mr. Derrickson. Was he a trustee at that time / 

Mr. Evry. Yes. I think he was. 

Mr. Derrickson. He was a member of the joint board of trustees ? 

Mr. Exy. Yes. 

Mr. Derrickson. Was he appointed at the same salary that 
McCormick had ? 

Mr. Evy. Well, I don’t know. He was temporary trustee up until 
September, the end of September 1953. 

Mr. Derrickson, What happened then ? 

Mr. Exy. That was the first meeting of the trustees that had been 
had since December of 1952. 

Mr. Derrickson. He was temporary administrator, you mean, and 
not a trustee ? 

Mr. Evy. Under the appointment of the cochairmen. 

Mr. Derrickson. That is temporary administrator, you meant to 
say, didn’t you ? 

Mr. Ety. Yes. 

Mr. Derrickson. Were there any arrangements for regular meet 
ings of the joint board of trustees ¢ 

Mr. Evy. We were supposed to meet about quarterly. 

Mr. Derrickson. But you did not during that period ? 

Mr. Ety. No. Neither the cochairman nor the administrator called 
a meeting. 

Mr. Derrickson. To your knowledge, did any of the trustees ask 
them to call a meeting at the regular time in order to handle the 
problem of who was going to be administrator / 

Mr. Exy. Well, there was some talk of a meeting. We had quite a 
adverse report from the auditor of the fund in the spring of 1953, 
But we started negotiating with local 108 for a new contract. We got 
down to cases in April. We didn't actually sign the contract until 
October 15. We had a strike, a shutdown in the meantime, and no 
body had any time to attend to any meeting. 

Mr. Derrickson. What was the nature of this adverse report from 
the auditor that you just mentioned ? 

Mr. Ey. We had a report from the auditor, and apparently the 
contents of it got out. I was blamed for circulating the adverse report 
by the union. 

Mr. Derrickson. Did you? 

Mr. Evy. And that report stated basically that they did not think 
the oflice Was ben oO efficiently handled, Tj C\ stated also that eM 
plovees of the welfare fund had been put on the payroll, ov not put 
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on the payroll, employees of the welfare fund had been doing work 
for one of the unions, 371. and there were other criticisms. I think 
I have that report somewhere or other. 

Mr. Derrickson. Mr. Ely, vou attended most, if not all, of the 
meetings since this fund started / 

Mr. Ei Ze I helieve I have attended all. 

Mr. Derrickson. At any of these meetings, were other than trustees 
present ¢ , 

Mr. Evy. Yes. The international representative of the sheetmetal 
workers, the international association. 

Mr. Derrickson. Mr. Hanley ? 

Mr. Ery. Mr. Hanley. He was present about every other meeting, 
and if he wasn’t there, his presence was felt nevertheless. 

Mr. Derrickson. Was he invited by the joint board? Was there 
any discussion as to who would attend these meetings ? 

Mr. Ery. No. 

Mr. Derri KSON. No discussion ? Or do you mean not to the part of 
his invitation? Iam sorry there are two parts to that question. 

Mr. Exvy. Well, I don’t remember the joint board ever Issuing a 
formal invitation or even an informal invitation to Mr. Hanley to be 
present. He was there, and without open objection. 

Mr. Derrickson. Without objection. And what part did he play? 
ean you tell us about his participation in the meetings? Did he 
participate / 

Mr. Evy. Well, yes. 

Mr. Derrickson. Or did he just observe ? 

Mr. Ery. Yes, he would say—he carried on most of the conversation 
as time went on, during the last year or so, he and I carried cn most 
of the conversation. He would say “This is it,” and then a union 
representative would say “I so move.” Then we were either going to 
agree to the motion or not. 

Mr. Miuver. May I ask you a question here? You are talking about 
meetings of the board of trustees, are you not ? 

Mr. Evy. Yes, sir. 

Mr. Mirzer. And how is this board constituted? What is the divi- 
sion between employers and employees? I want to know who is 
dominating, if anybody is dominating, this board. 

Mr. Ery. It is supposed to be equal between management and labor 
at all times, equal in vote. 

Mr. Miruer. Then it seems to me that most of the time the decisions 
are made in favor of labor. 

Mr. Ery. Yes. 

Mr. Mruter. Is that right? 

Mr. Evy. Yes. 

Mr. Minter. How do you account for that, if you are equally 
divided ? 

Mr. Exy. I account for it in a number of ways, Representative 
Miller. First of all, we didn’t want the welfare fund, management 
didn’t want it. It was forced by the Taft-Hartley Act to be a joint 
chairman with the union on it. Our plants were to be shut down if 
we didn’t agree to be trustees. Second, our contractors association 
said, in effect, the union forced it on us, we are paying it in there 
instead of wages, it is union money, so far as we are concerned. Let 
them do what they want with it. 
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Mr. Mitier. Could you tell us why you objected to this in the first 
place ¢ 

Mr. Ety. Objected to what ? 

Mr. Mitier. To this welfare fund. 

Mr. Evy. Well, we thought it was creeping socialism, 

Mr. Minier. You felt that you would be justified in offering greate: 
wages to prevent this creeping socialism ¢ 

Mr. Evy. That is right. 

Mr. Mitter. Could you answer—— 

Mr. E1y. When I say we, I am not talking for my own individual 
opinion, sir, which is not material. I am talking about the thoughts 
of the contractors in 1950. I am not even saying that they feel the 
same now, because they don’t, most of them. 

Mr. Mitier. Could you answer this question: I believe you stated 
that the union agreed to accept a smaller benefit. in the way of welfa 
funds than you offered in the way of wages. 

Mr. Evy. That is correct. 

Mr. Mu LER. Why did they do that ? Do you have any idea \ Ny 
they did that ? 

Mr. Evy. Well, we are, of course, a member of the building trades 
industry . the contractors are, and to my best recollection there was not 
a welfare fund in the entire building trades industry in 1950 i 
California. Mr. Hanley was strongly in favor of welfare funds. He 
negotiated one in northern California, with the sheetmetal contracto1 
association, and then proceeded to come down here and neg ’ 
here, locally. Soas far as my own opinion goes, it was basically, well, 


Ofinte o7 


we were told, the policy of the international union to have welfare 
funds, and that was the reason for it. 

Mr. Mitier. That is all. 

Mr. Derrickson. That is perfectly all right, Congressman. 

Mr. Ely, a month ago you said when Mr. Hanley did not attend 
the meetings, his influence was felt. Would you explain that 1 littie 
further / 

Mr. Evy. Well, L think I could give a specific example. 

Mr. Derrickson. That would be fine. 

Mr. Eny. This is from the minutes, if I can find them fast enough. 

Mr. Derrickson. Take your time. 

Mr. ELy. This was after we agreed to the jointly cont rolled fund. 5 
management in charge of the office and the other by the union for 
claims. 

This is at the meeting of December 26, 1950, at the Alexandria 
Hotel, Los Angeles, Calif., and this is what Mr. Artman said, who 
was business manager of local 108. We had started in discussing the 
man we were going to have, a Mr. Boudin, a bookkeeper we were going 
to have on our side of it. 

ARTMAN,. My international has instructed me, and I did not have an oppor 
tunity to meet with our trustees this afternoon, since I got orders that the wel 
fare trustees for local 108 shall not by any of their actions by voting here place 
more than one man in the administrative office. The international has taken this 
position, 
and so forth. 

He goes on and then he said: 

I am passing on these instructions given me by Tom Hanley, who, as interna- 
tional representative, expects to be down here next week, a week from this date 
He will verify anything I am saying now. 
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That is what I say. He was not at that meeting, but we felt his 
presence there. 

Mr. Derrickson. You felt it so much that the vote went in favor of 
whatever he sugveste «| through his re presenti itives ? 

Mr. Evy. Yes. And I had not quite finished my answer to your 
question. 

First of all, we were forced to be trustees, that is, the management 
members. We did it not voluntarily. Secondly, we thought we would 
rather have the employees have the money, and it was their fund. And, 
third, the contractors who were members of the trustees, felt a threat 
of strikes, trouble with the union, and all the rest of if if they didn’t 
vote the w; iV the union wanted them. 

I give you one example of the vote in confirming John Fuller. The 
trustee from Las Vegas told me that he would be fearful of voting 
contrary because of possible recrimination by Jim Hartly, Las Vegas 
business manager, who since has been slain. 

Mr. Derrickson. I see. Mr. Ely, I was just going to ask you about 
Mr. Fuller’s confirmation which, I believe you said was about in 
September ? 

Mr. Evy. September 21. That was my first meeting as cochairman 
of the fund. 

Mr. Derrickson. That is when he became appointed administrator, 
whereas previous to that he had been acting on the appointment of 
the two cochairmen ? 

Mr. Exry. Yes. since the first of that year. 

Mr. Derrickson. That was when? 

Mr. Ery. 1953. 

Mr. Derrickson. In September he was confirmed. When did he 
take over as temporary administrator ? 

Mr. Evy. The end of 1952, or the first of 195: 

Mr. Derrickson. After he was confirmed by > the joint board, Mr. 
Ely, what was Mr. . uller’s salary, if you can recall, approximately ? 

Mr. Exy. Well. the current seale for assistant business representa- 
tive, as I recollect it, was $157.50 a week, and the business represent- 
ative got $30 a week expense money that they didn’t have to account 
for. 

So Mr. Fuller naturally got that. And of course he got all mileage. 

Mr. Derrickson. In addition to the $30 expense which was made a 
part of his salary, did he get other expenses? 

Mr. Evy. Yes. if he made a trip to Tucson, or did anything like that. 
You see, the fund covered Arizona, Nevada, and southern California, 
or if he had a meeting of union representatives and he thought it was 
advisable in the interests of the welfare fund to attend it, he would get 
his expenses. 

Mr. Derrickson. Did he clear with anybody before he made trips on 
what his expenses were going to be, or just enter an expense account ? 

Mr. Ery. We tried to put in some rule to stop it. We said a request 
had to come up from the local union to have him there. These requests 
would come up and there was apparently no reason why he should be 
there. Thev just wanted him there. I would say to Fuller as co- 
chairman, “There is some question in my mind about it,” but we didn’t 
put over too much of a hassle on it. 
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Mr. Derrickson. Mr. Ely, would you say the expenses paid Mr. 
Fuller during the time he was both acting administrator and full-time 
administrator were reasonable or excessive ? 

Mr. Evry. Well, I think they are certainly—S157 a week is, on 
monthly basis, between S600 and S700. I think probably you could 
a pretty good man for $500. There wasn’t any expenses for 330 a 
week extra that I could see he had to expend. But as I say, that was 
acustom of the locals with their business representatives, Then he had 
more or less carte blanche on mileage. 

Mr. Derr KSON. That is the part I am referring to as excessive, 
whether or not they were excessive or reasonable. 

Mr. Evy. That is right. The way we paid this, was—none of the 
Inanagement trustees could take the time to supervise a fund. You 


a 
ret 


can appreciate that. They have their own businesses. They are not 
getting paid anything. They can’t go over every day and see if 
everybody is at work or anything of that sort. So I originally sug 
gested that our auditor cosign checks with the union trustee. That 
went on up until about the last 6 weeks. I am cosigning checks now. 


And up to that time, as I understand it, from our auditor, Fuller just 
took his mileage off his car, whatever that mileage showed, and that 
was the mileage on business of the welfare fund. I questioned Fuller 
about it, and he said, “I never touch the car over the weekend or any 
other time. It is just on welfare business.” 

We paid him retroactive mileage when he took over in September for 
all year, on mileage on the car. I think it amounted to around $900 
or $1,100. We didn’t know at that time, either, that he was also work- 
ing for one of the unions. 

Mr. Derrickson. I was going to ask you about that, about his 
duties. This job as administrator, is that a full-time job? Was it the 
understanding that Mr. Fuller would devote full time to that job ? 

Mr. Evy. Well, yes. Fred McCormack had done nothing but that 
before him, and we assumed that he stepped in the shoes of Fred Me- 
Cormick and would devote his full time to the job. Whether it is a 
full-time job for a sheetmetal worker in administering the fund is 
another question, of course, because he hasn’t got the business experi- 
ence or administrative experience to really supervise and properly 
operate an office. But it was expected that he would devote his best 
time and efforts to the fund. 

Mr. Derrickson. Did I understand you to say that he did not do 
that, that he did other work for another local union ? 

Mr. Exy. Yes. 

Mr. Derrickson. At the same time he was full-time administrator ? 

Mr. Evy. Yes. Mr. Fuller was under investigation by the inter- 
national union this spring, and he has since been expelled from the 
international. I learned in the course of talking with the interna- 
tional representative that he received $5,000 from local 371 for his 
activities on behalf of local 371 during 1953. 

Mr. Mutter. Mr. Chairman, could I pose a question ? 

The Cuarman. Certainly, Mr. Miller. 

Mr. Miiier. Could you answer this question: Did Mr. Fuller have 
1 car that he used for representing the welfare fund and 1 for this 
union that he represented, and 1 for his private business so that he 
could take the readings from the speedometer on the different cars to 
justify his expense accounts in different categories? Do you know 4 
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Mr. Evy. I could confidently state that he did not have three cars. 
As I understand it, he has a family car, and he bought this—I think 
it is an Olds 98, if I recollect—early in the year. I don’t think he used 
any other car for the business of 371 

Mr. Minter. I was just wondering how he would arrive at this 
mileage, when he was serving himself and two different organizations, 
and representing mileage in all three categories. 

Mr. Eny. I don’t know how he arrived at it, s! 

Mr. Miuier. That is all. 

The Cuamman. Mr. Derrickson, may I ask one or two things here 
so we don’t get too far : way from it ? 

Decisions were made by the trustees of the welfare funds. Were 
those decisions made by actual votes? How were they macle, by a 
show of hands or what ? 

Mr. Evy. Well, there were several ways they were made. It wasa 
matter, up to about a year ago where most everything, with a few ex- 
cep tions, suggested by the union were passed then and there. Some- 
time S. of course the ‘re Was some dis Scussion on it. However, we for und 
that these matters were being brought up by the union without te Hing 
us ahead of time that they were coming up. So we then had a caucus 
of management representatives and met separately from the union 
while the meeting had not vet been adjourned, and then tried to come 
to a decision and vote ace cordingly. 

The Cuamman. Was it a voice vote? 
Mr. Envy. Yes. There was one secret ballot vote on the appoint 
ment of Mr. Fuller as trustee. I was cochairman at the time. and I 
personally am against secret ballots by trustees. I think they are in 
the nature of a legislative body for the public, and they should be 
open. I made a recommendation against it, but the rest of the con- 
tractors did not pick it up. The union said the secret ballot is the 
American way of life. So we had one secret ballot and Fuller was 

confirmed. Three contractors voted in favor of Fuller out of 11. 

The Cramrman. Now, Mr. Ely, getting back to another point, right 
in the beginning you mentioned one or two things that interest me 
greatly. On the selection of the broker, what action of the trustees 
preceded the selection of the broker for this fund ? 

Mr. Evy. No particular action by the trustees, as I recollect, what- 
soever. The broker was selected by the union, and the carrier was 
selected by the union. 

The Cuarrmman. Who is the carrier ? 

Mr. Kn y. The carrier is Occidental Life. 

The CrArRMAN. What commission did the broker receive ? 

Mr. Evry. No: I don’t know. I know it is substantial. 

The Cratrman. What monéy is paid for the operation of this 
fund, and to whom is the money paid ? 

Mr. Evy. The employers make a contribution per hour worked to 
the office of the fund. The fund pays its own cape nses of operation 
out of a bank account. That is where I sign the checks. And it pays 
a premium to the Occidental Life for the insurance, and keeps the rest 
over and above those 

The CHamman. W hat percentage of the funds would be charged 
to the operation of the fund? 

Mr. E ty. Right now according to the last report, it is 10 percent. 

The (HTAIRMAN. Ten percent of the entire fund / 
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Mr. Evy. That is right, of total collections. In my opinion it should 
run around + percent. 

Mr. Lucas. Could you not put it for even less than that, if you 
put it in the hands of a bank or a trust company ¢ 

Mr. ler x. } es, surely, ‘| hey have » girls and | administraton ovel 
there, all doing everything by hand, as far as I can tell. 

The CHairMan. I do not want to interfere with the excellent ques 
tioning of Mr. Derrickson. Carry on. I just wanted to ask | o1 
things. J may have to leave before we finish. 

Mr. Derru KSON. With respect to Mr. Fuller's other activities, were 
there any arrangements for him to take vacations 4 

Mr. Exy. No. 

Mr. Drrri KSON, Was he away trom the job for any leneth or any 
extended period of time while he was administrator, to attend, for 
Instance, a convention in Miami / 

Mr. Evy. Well, there wasn’t a convention. There was a meeting 
of the business representatives of the international. Ile went back 
there for about a week. 

Mr. Derrickson. Was that welfare-fund business ¢ 

Mr. Evy. No. At least, he was never authorized to go back there 
for the fund. As far as I could tell, it was not welfare-fund business. 
We never got a report from him. 

Mr. Derrickson. But he was paid his salary while gone? Was he 
paid any expenses during that time? 

Mr. Evy. Well, he vot his usual 830. I don’t think he vot mileage. 
He may have at that, but I don’t think so. 

Mr. Derrickson. Was there any question on the part of the trustees ? 

Mr. Eiy. Yes. You see, we werent meeting at the time. I brought 
the matter up with Tom Hanley. We argued back and forth on it. 

Mr. Derrickson. With Tom Hanley ? 

Mr. Ery. Yes. 

Mr. Derrickson. Not because he was a trustee or had any official 
connection with this, but only because you recognized that he is the 
only man you could clear anything with, is that what you are saying? 

Mr. Evy. Surely. I tried to clear 1 or 2 matters with the cochair- 
man of the fund when I became cochairman. He couldn't act on his 
own at all. We were even authorized to do it by the board. 

Mr. Derrickson. Mr. Ely, you said that Mr. Fuller had carried on 
some other activities in connection with another local union while he 
was administrator. Were there any other activities carried on by Mr. 
Fuller that you know of in addition to these other duties ¢ 

Mr. Evy. Do you mean— 

Mr. Derrickson. Let me ask you specifically. Did you bring an 
affidavit with you today in response to the subpena ? 

Mr. Exy. I did. 

Mr. Derrickson. Does that affidavit cover an activity of Mr. Fuller, 
which was apart from his duties as administrator of the welfare fund ¢ 

Mr. Exry. Yes, it does. 

Mr. Derrickson. Would you mind explaining to the committee 
what that affidavit is, and how it brings out an activity of Mr. Fuller 
totally separate from his function as an administrator of the welfare 
fund? 

Mr. Ery. I am looking at the affidavit of Kenneth C. Woodrow. 
Mr. Woodrow was employed by the Newcomb Detroit Co., who had a 
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construction job with Chrysler Corp. in Los Angeles converting their 
plant to the painting of bodies here locally instead of in Detroit. I 
was about to file an injunction suit against local 108 for a strike on that 
job, on behalf of Newcomb Detroit, and in the course of preparing for 
that injunction I obtained the affidavit of Mr. Woodrow.) That in- 
junction suit was never filed. This is a copy of an original affidavit. 
It is a signed copy by Mr. Woodrow, but this particular copy does not 
have the notary seal on it or the signature of the notary. 

Mr. Derrickson. Will you tell us the contents of that affidavit ? 
Can you do that without reading the entire affidavit and would you 
vive us the date of it, also? 

Mr. Exy. It shows the notarial seal as of the 15th of February 1954. 
The Newcomb Detroit Co.. of course, being a Michigan firm, was not 
a member of our contractors association. They had a strike for 10 
days, beginning about February 1. This aflidavit—— 

Mr. Granam. That is a strike with whom / 

Mr. Evy. Local 108, the Sheetmetal Workers: yes. 

This affidavit, in effect says that the representative of the sheet- 
metal workers, C. A. “Nick” Nichols, introduced Mr. Woodrow to a 
Mr. Everett, and that Mr. Everett said that he could handle the 
labor relations for the company and settle all matters in connection 


with the strike. And this affidavit further states that these things 
took place in the May fair Hotel. that on several occasions Mr. Fuller 
was in these negotiations. And this affidavit further states, referring 


to the date of February 8, 1954: 


I returned home and at 8:10 p. m. [ received a telephone call The person 
ealling me did not give his name, but I believe him to be the voice of John Fuller. 
He made the following statements to me: “Let me give you a tip If you get rid 
of those two buddies that you always have around you, and then get hold of the 


lan you met in the lobby at the Mayfair a couple of times and work with him 
and Nichols, you will settle the matte! If you don’t, you ain’t going to settle it,” 


and then hung up. 


This man in the lobby, who was introduced as Everett, was subse- 
quently identified by Mr. Woodrow, and I have an affidavit dated the 
16th day of February 1954 saying: 

I have examined photographs of a Ralph Alsup, and I can postively identify 
him from the photograph as being the Mr. Everett whom I met at the Mayfair 
Hotel and referred to in my affidavit in the above-entitled matter. Subscribed 
and sworn to on February 15, 1954. 

Mr. Granam. Is that A-l-s-u-p? 

Mr. Ery. A-l-s-u-p. The full name is Ralph Howard Alsup. 

Mr. Derrickson. What do you know about Alsup? Is he a labor- 
relations expert who could help settle this problem ¢ 

Mr. Evy. Well, I guess the best way I could do it is to tell what I 
know about him. 

Mr. Derrickson. Yes, sir. 

Mr. Evy. Alsup was at one time the business manager of the 
plumbers in Las Vegas. He was convicted of shooting a fellow 
laboring man, and did time at Carson City. He has before the 
Supreme Court of the United States right now pending a case involv- 
ing the antitrust laws, where the indictment charged collusion with 
the contractors. He was convicted on that charge and the appeal is 
pending. He has been convicted, according to the information I 
received from newspaper reports, and I have not seen the records, 
of carrying concealed weapons, disorderly conduct, and W hat-not. 
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Mr. Derrickson. Thank you, Mr. Ely. I don’t wart to get too 
far away from the subject of welfare funds. The point here is that 
Mr. Fuller is full-time administrator of the welfare fund and was 
apparently spending time and effort in participtaing in other nego 
tiations. In this instance would you say this was participation in an 
attempted shakedown ¢ 

Mr. Ery. Well, 1 have only this affidavit to rely upon. 1 would be 
glad to give that to you. 

Mr. Derrickson, | was asking for your interpretation of Fuller’s 
activities with respect to the aflidavit. 

Mr. Evy. Well, I have read you a portion of it, and IL would say 
based on that portion—well, I think anybody can - aw their own con 
clusions, sir. 

Mr. Derrickson. I was asking for yours. 

Mr. Exy. Is that material, my conclusion, from the language ? 

The Cuarrman. I do not know. Is it necessary { 

Mr. Derrickson. That is all right. 

Mr. Ely, could you estimate for the committee what the total con 
tribution annually to the fund is at present ? 

Mr. Evy. Well, I don’t have to estimate it, because I have all our 
auditors’ reports here. For the year ending December 31, 1953, the 
total contributions from the employers were S690,000, 

Mr. Derrickson. Thank you. I just wanted a general estimate, 
because we are going to get into the detailed figures ‘1 ater. 

During the development of this fund, Mr. Ely, is it not true that 
it began with local 108, in the Los Angeles area, and was extended 
to southern California, and San Diego, for instance, taken in and 
later Arizona locals, and Nevada, and each time the name was changed 
according to the jurisdiction of the welfare fund ¢ 

Mr. Evy. Well, yes. 1 don’t say each time the name was changed. 
We started in with a name of Southern California, being the four 
counties here at the time of Los Angeles, San Bernardino, Orange, 
and Riverside. We took in San Diego without changing the name. 
We took Santa Barbara without changing the name. We took i 
Bakersfield without changing the name. I mean those three counties 
there. Then we started taking in Las Vegas, Reno, Phoenix, Tucson, 
and then we changed the name. 

Mr. Derrickson. Mr. Ely, insofar as local 108 members are con 
cerned, they do not become eligible for benefits under this plan until 
they have worked a certain period of time, I believe 90 days; is that 
true ¢ 

Mr. Ety. Six months. 

Mr. Derrickson. When Santa Barbara was taken in, for instance, 
when did the members of the Santa Barbara become eligible? Was 
the requirement for them to be in the fund for 6 months adhered to the 
same as the men in 108 ? 

Mr. Exy. I don’t think so, no. I think when a new local came in, 
I think we immediately made eligible members of that local. There 
would be no way of going back and telling, from any records, if they 
had worked the proper number of hours. It is 800 hours and 6 
months, to my recollection. 

Mr. Derrickson. Do I understand that requirement was adhered 
to? 
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Mr. Eny. No: I don’t think so. to the best of my recollection. 

Mr. Derrickson. They became eligible immediately 4 

Mr. Enry. Yes. 

Mr. Derrickson. Is that true for San Diego, for instance, when it 
came in? 

Mr. Exy. To the best of my recollection. 

Mr. Derrickson. Reno? 

Mr. Ety. Yes. 

Mr. Derrickson. Las Vegas? 

Mr. Evy. Well, Las Vegas already had a fund. 

Mr. Derrickson. And Arizona? 

Mr. Evy. They already had a separate fund at Las Vegas. 

Mr. Derrickson. Mr. Ely, do employers make contributions for each 
employee monthly whether or not they are union members or whether 
or not they are eligible? 

Mr. Ery. That isright. Any one, that is to say, that is doing sheet- 
metal work. 

Mr. Derrickson. Then you make contributions without knowing 
whether or not the man is on a permit or whether he is eligible for 
benefits or not. 

Mr. Exy. They pay on permittees, so-called, as well as journey- 
men and apprentices, 

Mr. Derrickson. Are permittees eligible for benefits from this 
fund ? 

Mr. Eny. No. 

Mr. Derrickson. Mr. Ely, you mentioned some time ago that you 
thought the office personnel was heavy and it was not necessary. 
Has there been much turnover in personnel in the office, to your 
knowledge, or were the trustees apprised of those details? 

Mr. Ery. No. Individual hirings did not come to the attention 
of the management trustees. 

Mr. Derrickson. That was left for the administrator ? 

Mr. Exy. That is right. 

Mr. Derrickson. In the audits that were made, were there any 
audits of claims made. What type of audit did you have made? 

Mr. Exy. One of the criticisms of the accountant in the spring of 
1953 was that there were not proper internal checks made on the pay- 
ment of claims and office procedure. In about December 1952 the 
fund took over the determination of the fact that payments should 
be made to the individual employees. Prior to that time the claims 
were sent by the office to the insurance company and they determined, 
made their own check of whether the doctor had been on the case and 
so forth. 

Then, beginning at that first meeting in September of 1953 we had 
our auditor make a spot check of all claims, all claims that the fund 
had made, beginning in December of 1952, and he is continuing to 
make a spot check. We are told there are some 30 claims a day and, 
of course no auditor could check every one. 

Mr. Derrickson. Mr. Ely, you mentioned this change being made, 
that is, in having the processing of claims done in the welfare office 
rather than the insurance company’s office. When that change was 
made, did the insurance company give the fund any compensation 
for taking over that extra work that previously had been made by the 
insurance company ? 
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Mr. Ey. Yes. They gave a reduction in the amount of the reserve. 
us I recollect it. 

Mr. Derrickson. How much, do you recall? Or.can you give us a 
little more detail on it? What was involved in that reduction! Do 
you mean in the retention rate ¢ 

Mr. Ery. Yes; in the retention. 

Mr. Derrickson. Was it a percentage ? 

Mr. Evy. Yes; a percentage of the total premium. 

Mr. Derrickson. What is the retention rate of the company now 
or what was it when the fund started ? 

Mr. Evy. Well, I don’t remember the exact percentage rate. I think 
it was around 12 or 15 percent to start with, I think, or 12. I see 
Brother Hanley talking about it in one of our meetings here. 

One thing should be corrected. We made a mistake. The retention fee here 
is not 15 percent. It was let on the basis of 12% percent, and can possibly be 
lowered. In northern California, they did get an additional 2% percent by going 
to the office in northern California and becoming familiar with the operation and 
processing their own claims, 

So I believe that we got a reduction of 2! » percent in retention. 

Mr. Derricxson. Mr. Ely are any financial statements prepared it 
the welfare fund office and given to the employers who contribute to 
the fund and to the employees who are members of the fund ¢ 

Mr. Evy. Well, there are several questions in that one question 
Financial statements are prepared. They are prepared at least every 
3 months, sometimes oftener. The auditor submits those copies of the 
financial statements to all trustees. What the union does with those 
reports and whether they inform the employees, I don’t know. I don't 
believe they do, so far as I know. We have, our contractors associa 
tion has, a monthly bulletin, and from time to time we give out the en 
tire industry, all employers, not only our own members but all em 
ployers, a financial statement, particularly the profit-and-loss state 
ment. 

Mr. Derrickson. Do you believe, as a trustee of this fund, that the 
men working in the industry who are beneficiaries of this fund. should 
be given financial statements periodically, information as to the finan 
cial status of the fund ? 

Mr. Exy. Definitely. 

Mr. Derrickson. Do you believe that the e mployer-trustees should 
take some responsibility in initiating a plan whereby that can be done / 

Mr. Ery. Well, there is no reason why we can’t do that. I just be 
lieve that it is unfair to the employer trustees to keep burdening the 
with more duties all the time, when this is a union-negotiated fund, 
and there is no supervision at all by any authority. You want the 
employers, if I understand you right, to be the policemen of the fund. 

Mr. Derrickson. No, sir; I asked you if the employer trustees had 
a responsibility to discuss in a meeting the possibility of plans whereby 
everybody could be informed. That was what I meant by that 
question. 

Mr. Exy. Well, I think that is a good idea. but it is Imposing One 
more burden. We have to get the notices out to the employees. We 
have to take them to the jobs at March Field, or Point Magu. wherever 
they are working. We have to post them. It is just one more duty 
that we have to undertake which we shouldn't be required to do. ; 
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Mr. Derrickson. And the employer trustees in this plan did not 
discuss it or make any plans for it, for the reasons you have stated ¢ 

Mr. Exy. Well, I sent out these bulletins. If the individual em- 
ployer wants to post them, a lot of them do post them. We don't 
tell the employer they have to post them. A lot of them do post the 
bulletins with the financial statement on them. I also make some 
remarks from time to time on the financial bulletin, and that is given 
to the employees, by the employers, at their option. We are not tell 
ing them they have to. 

Mr. Lucas. Asa matter of fact, Mr. Ely, it would be impractical for 
the employers to be charged with the responsibility of advising the 
employees, because they don’t h: ave all the employees, and some of ‘their 
people are not possible beneficiaries. As I can see it, the best method 
of advising those who are members or possible beneficiaries under this 
plan would be to go through the union channels. 

Mr. Exy. That is right. There are 300 unemployed right now down 
at the local. We can’t advise them of this fund. 

Mr. Derrickson. Mr. Ely, when was the last meeting of the trustees 
of this fund? 

Mr. Exy. June 22, 1954. 

Mr Derrickson. I have here a copy of the minutes of that last meet- 
ing which I believe you can identify. 

Mr. Exy. I think I can. 

Mr. Derrickson. There are 158 pages in this copy of minutes, taken 
by a court reporter. I would like to ask you, Mr. Ely, what action 
came as a result of that meeting / 

Mr. Ey. Nothing. 

Mr. Derrickson. I would now like to ask you about the vacation 
fund. I understand there is a vacation fund we set up recently in 
the industry. Would you inform the committee briefly what that is 
about? How much per hour is taken or paid for each man and how 
that is being administered ¢ 

Mr. Evy. The vacation fund was agreed upon. The trustees of the 
vacation fund, which incidentally for management are the same 
trustees as on the welfare fund, at least for this area, the vacation fund 
covering only the local area of local 108, met and couldn’t agree on 
administration. That was in September of 1953. We signed the 
agreement and put it into effect as of October 1, 1953. We couldn't 
agree on the administration. Management trustees felt that another 
welfare fund was being set up. The union wanted it in the same 
office as their building and all the rest of it. So we took the matter 
to the Federal court. First of all it was to determine whether it was 
legal under the Taft-Hartley law. I filed a case in behalf of the 
association and three other members of our association. All three 
members of that association were struck the following day, starting 
from Alaska and going down through Altascadero and Point Magu. 
I guess we stopped before the strike started in Alaska. We got a 
restraining order and finally worked out a deal with the approval 
of the Federal district court, and we finally agreed with the union 
that there would be an independent office and an independent man not 
connected with either management or labor who was competent to 
manage the fund. We have such a man now. Nine minths’ back re- 
ports for 4.500 workers, from November up until the Ist of August, 
they have all been brought up to date. I think 2,000 checks have been 
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issued in payment of these vacations for the past few weeks. ‘That is 
the vacation fund, 

Mr. Granam., What is the charge for the vacation / 

Mr. Evy. Six anda half cents an hour. 

Mr. Granam, What is the charge for the welfare fund / 

Mr. Ey. It went up, May 1, to Sl, cents. 

Mr. Derrickson. Mr. Chairman, | would like to yield to Mr, 
Weltmer for several questions. 

Mr. Wei rMER. Mr. Ely, you stated previously this Morning n 
your testimony that with respect to John Fuller’s appointment as 
administrator there was a trustee from Las Vegas that was afraid to 
vote. 

Mr. Evy. That is what he told me that day. 

Mr. WreLTMER. Was this a management or a union trustee 2 

Mr. Evry. A management trustee. 

Mr. WELTMER. Who was this trustee / 

Mr. Exy. Merrill Hammond. 

Mr. We_rmer. You further stated that he feared reprisals from 
Jim Hartley ? 

Mr. Evy. That is right. 

Mr. Weirmer. Can you elaborate any on that, what type of re 
prisals, whether they were physical or financial? What was his fear? 

Mr. Evy. Physical, financial. 1 don’t know any other way. 

Mr. We.rMer. You stated further that later, after this, Mr. Hartley 
was slain. Was this an outgrowth of any part of this situation? 

Mr. Evy. I wasn’t in on the slaying. 

Mr. Weiter. I realize that, sir. I am asking your opinion. 

Mr. Ery. I have no opinion. 

Mr. We_tmer. When was Mr. Hartley slain ? 

Mr. Exy. There was a big blow over in Las Vegas, of wind, and 
his body was uncovered in the desert nearby Las Vegas around about 
March 12. 

Mr. Wev_rmer. Of this year? 

Mr. Exny. Yes. 

Mr. Werner. Is this the same Jim Hartley that the trustee, the 
management trustee, feared reprisals from ? 

Mr. Exy. Yes. 

Mr. WetrMeR. It is the same man? 

Mr. Ery. Yes. 

Mr. Wetrmer. Thank you. 

Mr. Derrickson. Mr. Chairman, I have no further questions. 

Mr. Lucas. Mr. Chairman, I think it unfair to the management 
trustee and to this hearing to leave this subject up in the air. 

Here was a union representative who was perhaps, as you say, 
slain. Can you give us no reason why he was slain? You drop it in 
the middle of this hearing and we are in doubt as to why he suffered 
this fate. It had nothing to do with any welfare fund, did it? 

Mr. Exy. No. I just identified him, that is all. I said he was 
slain. I just identified him as to who he was, that is all, and who 
he isn’t now. 

Mr. Lucas. Did that have anything to do with his negotiations 
with the management man, the man who feared for his physical and 
financial safety ? 
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Mr. Exy. I don’t know, sir. The sheriff’s office in the Las Vegas 
area and some FBI and all the rest of them are trying to find out 
why he was slain and who slew him. They haven't indicted anybody 
yet. 

Mr. Lucas. Well, you are not indicating, of course, that this man- 
agement man, whatever his name was, had anything to do with it, 
are you? 

Mr. Ety. No. 

Mr. Lweas. The fact that he was afraid of him would not cause 
you to want us to believe that he had anything to do with Mr. Hart- 
ley’s death ? 

‘Mr. Exy. I certainly would say absolutely not. 

Mr. Lucas. That is all, Mr. Chairman. 

Mr. Derrickson. Mr. Chairman, may I ask permission to enter the 
minutes of the last meeting of the trustees as reference material in the 
record ? 

The Cuamman. Without objection, it is so ordered. 

(The information referred to was filed with the committee. ) 

Have I heard the size of this fund vet ¢ 

Mr. Exy. $690,000 for 1953. 

The Cuatrman. I thought you said you paid in a year $690,000. 

Mr. Ety. Yes. 

The Cnatrrman. Is that the whole size of this fund ? 

Mr. Ey. Well, that is the yearly contribution to the fund. 

The Cuarmman. When you say the operation is 10 percent of the 
total size of the fund, what does that represent? Ten percent of 
what? The $690,000 ? 

Mr. Evy. Yes. About $70,000. 

The Cramman. In other words, the cost of operation of running 
the funds per vear would be about $70,000 ? 

Mr. Evy. The way it was running the first 5 months of this year, 
figured on a yearly basis. 

Mr. GratliaM. That does not include the cost, though, or the charges 
of the insurance company and so on? 


Mr. Exy. That is without the premium. These are the costs of 
administering the office. The premium, of course, is not a cost of 


operation. 

Mr. Granam. No; I mean charges by the insurance company and 
so on, their retention. What I am trying to get at is the actual 
amount of insurance that they get out of the thin 1o 

Mr. Etry. | don’t believe I understand your question. 

Mr. Granam. Well, you have administrative costs by the oftice. 

Mr. Exy. That is right. , 

Mr. Granam. And administrative costs by the insur: ance company ? 

Mr. Evy. That is right. That is over and above. 

The Cramman. All right. Let us go over this again. Ten percent 
of the total fund or ap proximately S70.000 goes for oper: ation of the 
fund, is that correct? Is that what you call it? 

Mr. Ey = That is, on as months’ basis for the report we have this 
year, computed on an annual basis. It wasn’t that high last year, 
actually. , 

The Cuamman. We would be safe in Say ing 560,000-some-odd, say 


SH .000 4 


Mr. Ey. It was, I think 865.000 in costs last vear, and SOHD0 OOO 
intake. 
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The CrarrmMan. And about 10 percent of that would go toward 
operation of the funds per year, is that right ? 

Mr. Evy. That is right. 

The Crairman. Apparently there are some other charges in here. 
What does the insurance company, the Occidental Life Insurance, 
charge you / 

Mr. Eny. I think they vet a retention of about 9 percent of the 
premium. 

The Crarrman. What is the premium ? 

Mr. Exy. Well, as I recollect, it is $11 and something per man 
per month. I can find out for the year 1953 what the total premiums 
were. [am sorry to keep you waiting. 

The CuatrmMan. All we want is the information. Take as long as 
you want. 

Mr. Exy. The total premiums were $513,200. 

The Cuairman. That would be what—— 

Mr. Ery. Wait a moment. Yes, $513,200. 

The CuHarrman. In other words, the fees would be about $46,000 per 
year. Would that be right ? 

Mr. Exry. Yes. On the premium, yes. 

The CruatrmMan. On the premium. Is there anything else? In other 
words, as I gather, from this money paid in for the benefit of the 
workers and their retirement benefits and so on, each year $116,000 is 
taken out of the $695,000 paid in. Would that be correct ? 

Mr. Evy. Yes, although it has been correct as of today, ves. I say 
there is a little exception there. It our experience ratine—that is, the 
ratio of claims paid in our premium to the insurance company—was 
better, they are supposed to rebate back to the fund some of that 
ep 

Mr. Granam. Without getting this complicated, Mr. Ely, when you 
have your agreement with the insurance company, don’t they declare 
or state a certain guaranteed retention rate? Isn't that correct? 

Mr. Exy. Yes. 

Mr. Granam. Wasn't the rate 15 percent rather than 9 percent / 

Mr. Exy. Well, I am not positive, sir. 

Mr. Granam. All right. then at the end of the year or when they can 
adjust the number of claims that they have paid, and take out the 
retention rate, take out that amount of money, if there is anything left 
it is supposed to be rebated to the trust fund, is that not so? 

Mr. Eny. That is right. 

Mr. Granuam. Do they always do that? 

Mr. Evy. We have only h: ad one rebate, as I recollect it, about $22,- 
000 for the first year of the operation of the fund. 

Mr. GranAm. That was what year? 

Mr. Evy. 1951. 

Mr. Granam. You haven't considered any rebate for 1952 / 

Mr. Eny. No. There is supposed to be $3,000 coming in, but the 
insurance company said our premium ratio was so high the claim 
ratio to the premium was high. They didn’t want to pay it back, 

Mr. Grauam. Is that arbitrary on the part of the insurance 
company ¢ 

Mr. Evy. I couldn’t tell you. I am not an insurance expert at all. 

The Cram an. Is this $46,000 per year a good figure to charge 
to the cost of paving premiums, the net cost after rebates and ar hg 
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else’ Would $46,000 be a good round figure to consider as the 
emount? Tam trying to make it simple rather than get it involved. 

Mr. Evy. That is right. I think that is correct. You said a good 
figure, I don’t know whether you meant morally good or not, but an 
approximate ficure is What you meant. Isn't it? 

The CiairMan. Yes: a figure that would stand up against all 
deductions, and so forth. I don’t want to say $46,000 and then find 
they get maybe S20.000 back. so the net would not be $46,000. Would 
the net outlay from this fund, we will put in that way, would the 
net outlay from this fund for premiums and payments to the insur- 
ance company, would that total about $46,000 for this particular fund 
we are considering ¢ 

Mr. Evy. I would think so, sir, to the best of my knowledge, and I 
am not anexpert. I think that is right. 

The CuarmMan, Then my figure here of $116,000 approximately, 
is a good average figure or an average figure to consider that would 
have to be deducted each year for the operation of this fund and for 
the payment of premiums, and that fund totals about $695,000. Is 
that right? 

Mr. Evy. That is the way it is now operated. If we could change 
that administration in the office, we could knock off approximately, in 
my estimation, $40,000 at least. 

The CuarrMan. Now let us get back to this broker again. You 
are a trustee. I think you said that you didn’t know what fee was 
paid to him. Wouldn’t you know as a trustee what fee is paid to the 
broker? It is not your responsibility, but wouldn't you have a general 
idea ¢ 

Mr. Ey. Well, I learned recently that I think I know about what 
he gets, but the insurance company pays that to the broker. 

The Cuarrman. Yes; I know that. 

Mr. Evy. As I understand it, under a California law it doesn’t 
matter whether you deal direct to the insurance company or through 
a broker, you have to take into consideration a payment to a broker. 

Mr. GraHam. But it doesn’t say how much ? 

Mr. Evy. No. That is between the broker and the insurance 
company. 

The CuarrmMan. There is another spot. If that fee were excessive 
and could be cut down, that could naturally be reflected in the less 
charge on the part of the insurance company. All of this sort of 
flows right through there. 

Mr. Evy. I was told rather recently that the brokerage was around 
$6,000. and $7,000 a year, between 5 and 7, right around there. 

The CuarrmMan. To place what amount of policy? 

Mr. Exy. I beg your pardon. 

The Cuatrman. In order to place what amount of policy per year? 

Mr. Exy. Well, we don’t, of course, figure in amount of policy, we 
figure it in premium. I guess they figure it in premium, based on the 
premium that we pay. 

The Cuatrman. On the $513,000 that have been paid in premiums, 
we will say, for the past year—is that correct ? 

Mr. Ey. Yes. 

The Cuarrman. The broker would get how much? 

Mr. Exy. I think I heard—as I say, this is very hearsay, but I 
think I heard it as five, six, or seven thousand dollars. 
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Mr. Hour. What was the premium ? 

Mr. Exny. $513,000. 

The Cuarrman. What is the condition of the fund itself? Has it 
increased in value or has it remained stationary, or what is the condi- 
tion of the fund ¢ 

Mr. Evy. Well, we have a good surplus in the fund. We have in 
the neighborhood of $400,000 on hand. 

The Cuairman. Is that up or down from where it started ¢ 

Mr. Evy. Well, we didn’t have anything to start with. 

The CuarrMan. The first year it started you had a certain amount 
paid in. 

Mr. Evy. We have accumulated since the first year, yes. We took 
on additional insurance the first of 1954 but we have also increased the 
payment to the fund as of May 1. So we are now paying 61% cents in 
stead of 7%. I think that surplus is not endangered. 

The Cuarman. There are some funds being discovered in parts of 
the country that are now completely exhausted, they are depleted. 

Mr. Evy. I have the key to the safe deposit box where we have about 
$200,000 in securities, Mr. Fillipini, sitting over here, has a key. We 
both have to go in there at the same time to have access. I know those 
funds are on hand and we checked them recently. 

The Cuarrman. Mr. Ely, you have handed to me or someone has 
handed to me a statement on your part, a statement of Henry B. Ely, 
before a subcommittee of House Committee on Education and Labor 
investigating welfare and pension funds. Would you like to have that 
submitted ¢ 

Mr. Evy. Yes. I would read it, if you like. 

The Cuairman. Yes. I believe you have in there some recommen- 
dations and suggestions. 

Mr. Evy. I will skip my background or qualifications in the first 
paragraph. 


The first change should be the elimination of the right to strike in order to 
have management representatives act as trustees. Our experience has been that 
even though management has not wished a welfare fund nevertheless, because 
of a shutdown or threatened shutdown by the union, management representa 
tives have been forced to become trustees. Furthermore, even while they are 
trustees they have been threatened with economic action if they did not vote 
in accordance with the demands of the union. Again the management trustees, 
although dissatisfied with the operations of a welfare fund, cannot resign be- 
cause then the welfare fund would fall as not being in accord with the Taft 
Hartley Act an! management would be faced with a strike. A trustee forced by 
tureat of strike to act as such, forced often times to vote under this threat, and 
unable to resign if dissatisfied with the operations, is not a trustee in the his- 
torical sense of the word and cannot be required to fulfill the high fiduciary 
duties of a trustee. . 

If management, without a threat of strike, desires to be a trustee there is no 
objection, but the act can provide that a bank or trust company be the trustee 
as selected by the parties. Such bank or trust company can receive payments 
from the employers, handle the relationship between the fund and the insurance 
company to ascertain whether the policy is being carried out, and the insurance 
company can receive the claims under the policy and make payments to the 
employees. 

There is absolutely no necessity to require management, under constant threat, 
to act as trustee when a neutral party such as a bank or trust company can 
perform these functions. 

There have been many abuses in connection with who should be the broker and 
who shall be the insurance carrier. This is on my own experience. A welfare 
fund is in the nature of a public trust and should be treated accordingly. Thus, 
the law should provide, as with Government contracts, that requests for bids be 
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submitted to insurance companies and that the insurance be awarded to the 
lowest and best bidder, or carrier, with a public opening of the bids. 

Many threats of strike have occurred as to whether or not the union should 
name the broker who will receive the brokerage. There appears to be no 
alternative for a proper resolution of the™problem than to have management 
and labor each appoint a broker who would divide the commission. 

If at the bargaining table when the contract is being settled the trust instru- 
ment and rules of eligibility were negotiated, when at the close of negotiations 
all matters would be settled, the bank or trust company selected as trustees 


and there would be little or no further reason for either management or labor 
to act other than in an advisory capacity to the trustees, and all matters which 
might be subject to strike threat would be eliminated when the labor agreement 
was reached. 

The Cuairman. We certainly appreciate your giving us those: 
suggestions. They have a lot of meat in them. 

In connection with the regulation of welfare funds, which we are 
—— ing, do you believe it should be by State or Federal authority, 

r have you any idea? 

Mr. Evy. Well, we attorneys have gone through almost 20 years of 
trying to find out who has jur isdiction between the State and Federal 
over labor relations. 

Mr. Lucas. Hi: ave you found out yet ? 

Mr. Ery. No,sir. It changes every day. The National Labor Rela- 
tions Board changes its jurisdiction every day, or almost it seems like 
that. Now it has jurisdiction or can exercise jurisdiction, which it 
doesn’t always do, on industry affecting commerce. I think that in 
view of the fact that uniformity is essential, that many funds operate 
over many States, such as ours, and in view of the fact that the great 
bulk of funds, although not all of them, effect interstate commerce in 
their operations, payments to it, strikes over it, and so forth and so on, 
the Federal Government should be the only one to regulate welfare 
funds of labor unions. 

The Cuatrman. Would that be somewhat along the line of your: 
SEC for the securities firms and businesses ? 

Mr. Evy. Well, of course I am against further bureaus. 

The CuarrMan. I would guess that. 

Mr. Eny. I feel, if the act were properly drawn, there would not 
be need for further bureaus. 

The Cratman. In other words, to place it in existing depart- 
ments, is that what you have in mind ? 

Mr. Exy. I think if you have a regulatory law—for instance, the 
wage and hour law is not a good example, because there you have 
an administrative group but you also have the regulation of time 
and a half after 40 hours, which is self-executing. An administrator 
is not necessary on that. I think a proper law could be drawn which 
would be self-executing, although I agree with the late Senator Taft 
who felt that welfare funds should be under regulation similar to 
banks. 

The Cuairrman. And insurance funds. 

Mr. Evy. Banks or insurance. Of course, I don’t think the Federal 
Government has jurisdiction—the Federal Government hasn’t got 
jurisdiction over insurance companies at the present time, but it does 
have jurisdiction over national banks. 

The Cramman. IT was thinking of various types of trust funds 
and also insurance funds. I think the States—— 

Mr. Evy. States have jurisdiction over insurance funds, as I recol- 
ect. But you have a bank examiner come in through the banks. 
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Ile looks over what the bank’s investments are, how much has been 
loaned a cirector, or whatever. He looks over whether thev are 
conducting their business properly, as 1 understand it. I think 
mavbe something along that line would be it. 1 suppose the Federal 
Reserve bank does that, don't thev? I certainly think that if out of 
the Federal Reserve bank vou had examiners from time to time, it 
would be very helpful. 

The Cuairman. Of course there has been quite a legal argument 
over the status of insurance, whether it should be in interstate com 
merce. We have acted in Congress on that saying we thought it 
should be under State authority. That is the real purpose of these 
hearings. We are into the meat of it now, seeing what type of regu 
lation should be enacted to handle this type of fund. 

Mr. Evy. Well, as I say, we have a different situation than insu 


ance companies have. That has been battling back and forth. This 
is labor. It is affecting interstate commerce, affecting strikes, shut 
downs, all the rest of it. Wehave vast sums involved. Iam informed 


that under the last basic trade agreement with the general contractors 
In Los Angeles, the amount collected loeally here will be S21 million 
a year. We can’t depend on investigating committees to look after 
all of these funds all the time. Somebody should have an eye out on 
this thing. 

The Cratrman. We haven't the time, the staff, nor any of that sort 
of thing, to get into this. Actually what we are, as you say, Is an 
investigating committee right now for the sole purpose of initiating 
legislation in this field. That is what we are trying to discover. In 
the course of our hearings, we will naturally turn up bad practices. 
You have to do that in order to know what vou are trying to correct, 
and so on. But primarily we are interested in legislation as a final 
objective or goal or result of these investigations. 

I spoke with vou, mentioned it here, and T also stated it, that 
vou have the two problems or extremes there in connection with the 
SEC or vour trust funds, and then you get into your insurance 
funds. There is a controversy between Federal and State authority 
there. 

You mentioned labor relations. I grappled with the Taft-Hartley 
for quite a few vears. I guess the major difficulty or pont which 
caused the recommit vote in the Senate was over that problem of 
State authority in labor relations fields, how much authority should 
the States have in connection with strikes, picketing and lockouts, 
boycotts, and so on, and how much should the Federal law predomi 
nate. That is our problem here. 

Mr. Evy. I would say this, that outside of possibly New York State 
and 1 or 2 others, the various of the 48 States have not regulated 
welfare funds as vet. 

The Cramman. New York is the only one. That just happened 
recently. 

Mr. Evy. Yes. In other words, they have not exercised jurisdi: 


tion. if they did have it, or haven't wanted to. We would have a 
battle roval in our State, in our State legislature, on regulation of 
welfare funds. Labor would be on one side, management would be 


on the other, and there we go. 
The Cuarrman. Mr. Ely, I will let some others question. I have 
to leave shortly. 
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Mr. Holt. 

Mr. Horr. Mr. Ely and my colleagues, I apologize for being late 
and stepping out, but that is the penalty of representing the San 
Fernando Valley and Hollywood. I have a few problems out there, 


too. 
If I am repeating something, I will apologize. But I am inter- 
ested in the broker. As I understand it, those insured are in the 


southern California area, Nevada, and San Diego, approximately. 
and in this area. 

Mr. Evy. And Arizona. 

Mr. Horr. So it is largely southern. 

Mr. Evy. Well, we include Reno. 

Mr. Hour. And the broker is up in Sacramento ¢ 

Mr. Evy. That is right. 

Mr. Hour. Yesterday we found a broker operating out of Los 
Altos with the San Bernardino and Barstow area. Being rather a 
practical soul and from a local area, I wondered why, and you men- 
tioned the operation of the fund—if you mentioned it earlier, do 
not repeat it, but just briefly give it to me—why the broker was 
from Sacr: mento, and how, in your opinion, it was easier to process 
claims from Sacramento, or did they do it directly? There was a lady 
yesterday who did it through the mail. 

Mr. Evy. No claims are processed through the broker. 

Mr. Hour. It is through the company ¢ 

Mr. Evy. All with our main office located here in Los Angeles, proc 
essed, I guess, from Reno here by mail. That presents a problem, 
too. But so far as the broker is concerned, he was the broker for the 
northern California fund which agreed to a sheetmetal workers north 
ern fund, which agreed to it a few months before we did. That is why 

» happened to have that broker, the same insurance company, and 
ever ything else. 

That was what the union wanted. T have talked with that broke) 
just once in the last 4 years for any advice. He hasn’t given us any 
advice, at least so far as management trustees go, during 4 years, as to 
our policy, its terms, or anything else. 

Mr. Horr. The point IT am trying to make is this: Maybe IT am 
wrong, and if so it will be clarified in a little while as to what it is. 
It is my understanding that while the broker handling the funds, the 
broker is supposed to lend assistance. That isthe function of a broker. 

Mr. Exy. That would be true, I think. 

Mr. Hour. Maybe it isn’t true in welfare funds. 

Mr. Evy. Not tomy knowledge. You have 30 claims a day coming 
into a welfare fund or more, maybe, and the broker is not down there. 
And anyhow, the welfare fund approves the claims and draws a draft 
on the insurance company. The insurance company recognizes that 
draft. So the insurance pays its own claims. You wouldn’t need a 
broker on that. 

Mr. Hour. Thank you, Mr. Ely. T appreciate the remarks in you 
statement being very forthright and very constructive. 

The CrHarrman. Mr. Lucas? 

Mr. I.ccas. No questions at this time. 

The Cratrman. Mr. Miller? 

Mr. Miter. Mr. Ely, going back to the question of under what au- 
thority shall this law be administered, T believe vou stated that this 
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welfare fund had grown out of the provisions of the Taft-Hartley Act. 

Mr. Ey. That is right. The joint trusteeship erew out of the laft 
Hartley Act. I will put it that way. It pe rmitted a Welfare fund 
only if there was a joint trusteeship, with the nowt of certain 
funds in effect. 

Mr. Miner. That being a national law, and for instance under your 
own organization comprising all or parts of 38 different States, wouldn’ 
it be rather difficult to see it administered by 3 different States, even 
In your own organization 4 

Mr. Evy. I wouldn’t want to see that. 

Mr. Mirier. We could then eliminate that part of the consideration, 
It isa national law, it is operated and organized under a national law, 
and therefore should be under national supervision. Or do you ap 
prove of any kind of supervision ¢ 

Mr. Ey. Yes, ] approve of that Supervision suge ested | '\ Senator 
Taft, similar to a bank examiner, and also I feel that if Congress is 
going to exercise its authority as it started to in the Taft-Hartley Act, 
and complete it with proper supervision as through the Feder: al Re 
serve banks, or whoever examines the banks, and writes a proper law, 
it should basically exercise authority over every welfare fund, prac 
tically speaking, because they have grown so, and yet some of them 
may not affect interstate commerce. You have had before you the 
culinary workers of San Bernardino, TI don’t know anything about 
them other than the testimony here. But there ri be serious ques 
tion in my mind whether they even came under the Taft-Hartley Act, 
from a leval standpoint. y ou woul | still be trving oto fin ad out whi re 
the jurisdiction was. 

Mr. Miturr. I unde — that basically you were at least opposed 
to the whole pro position of welfare funds. is that it? 

Mr. Eny. I say the contractors were. I am just the attorney It 
isn’t my opinion, They were opposed to it. as | say, because ot ( reep 
ne socialism, or whatever you want to call it. They felt the employe < 
should be independent enough to provide out of their own paychecks 
insurance, hospital, whatever they wanted, and they also felt that a lot 
of them were making it possible on a joint basis, with Blue Cross, and 
so on with the emplovee contributing some. But the law said that a 
union could strike and shut down an industry for a welfare fund. So 
we had to give it. 

Mr. Mitier. Now that it is here, are you more or less reconciled 
to it? 

Mr. Evy. Again speaking for the contractors, they are very bitter 
on the operation of the welfare fund, and the emp loyees have been 
bitter. We have had many employee complaints to our contractors on 
the efficiency of this welfare fund and all the rest of it. They are very 
unhappy about it. T think basically they think group insurance in 
an industry, provision for employees, is probaly a good thing. But 
they are very unhappy about this particular fund. 

Mr. Miturr. But they are not doing yeas about it. 

Mr. Envy. Yes, we are doing all we can do othe th: wn thre it into 
receivership. 

Mr. Minter. One more question, and then I think Lam through. 1 
believe vou say you are opposed to any further bureaucracy, or bureaus. 

Mr. Exy. Bureaus, the number of bureaus, yes. 
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Mr. Miturr. And I believe also you stated that in vour opinion since 


this is here to stay, and it must be administered nationally, that it 
should be done through a National Government agency. Is that right ¢ 

Mr. Evy. Yes. That is a little inconsistency, but I do think it is one 
thing to set up a new bureau, department of union welfare funds 


bureau, and it is another thing when the bank examiners go through 
the Bank of America or something, they jump over to our office and 


look over our affairs, ow accounts, and checks on it. | think they are 
eniploved by the Federal Reserve System, although I am not sure. 
I thing inspection, and that was what Senator Taft’s thought was, 


nspection similar to banking regulation, was the only proper solution. 
He said himself, before he died, that the employers do not and have 
not taken full responsibility for management and policing of these 
funds. He therefore thought there should be some policing by bank 
eXATwINers, 

Mr. Minter. Do you think he might have gone one step further and 
said that the employees have not taken their share of this responsibility 
also. o1 have they 4 

Mr. Envy. They have taken full responsibility. Whether they have 
properly executed their trust in aonther matter. But the employees, 
through their representatives, have taken over in many, many in- 
stances the full responsibility for the administration of the fund. 
Whether they have done it well, whether they have executed their trust 
properly, is another question. 

Mr. Miturr. Those are the facts we are trying to bring out. 

Mir. Evy. That is right. 

Mr. Mitier. Thank you. 

Mr. Hows (presiding). Counsel ¢ 

Mr. Derrickson. No questions. 

Mr. Hour. Thank you very much, Mr. Ely, for your testimony. 

Mr. Granam. Can we have Mr. John Fuller / 

Mr. Hour. Would you please state your full name / 

Mr. Furver. John Edward Fuller. 

Mr. Elour. Would you please raise your right hand? Do you 
solemnly swear the statements you are about to give are the truth, the 
whole truth, and nothing but the truth, so help you God ¢ 


Mr. Futuer. I do. 


TESTIMONY OF JOHN EDWARD FULLER, GLENWOOD, CALIF., 
ACCOMPANIED BY HIS ATTORNEY, CARL W. BERUEFFY, WASH- 
INGTON, D. C. 


Mr. Hour. This is your counsel ¢ 

Mr. Bervrrry. Yes, sir. My name is Carl W. Berueffy. My office 
is in Washington, D. C. Tama member of the bar of the District of 
Columbia. 

Mr. Grauam. Mr. Bernetfy, do you represent Mr. Fuller person- 
ally, or are you an attorney for the welfare fund, or in what capacity 
do you appear ¢ 

Mr. Berverry. For this purpose, I am representing Mr. Fuller 
personally. 

Mr. McCarre. Would you state for the record your full name 
please / 

Mr. Fuuier. John Edward Fuller. 
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Mr. McCapnr. Your address / 

Mr. Fuuver. 3736 Carlin Avenue, Glenwood, Calif. 

Mr. McCarnr. And your occupation / 

Mr. Funurr. Administrator of the Sheetmetal Workers Welfare 
Fund of Southern C Sittornin, Arizona, and Nevada. 

Mr. McCape. For how long a time have vou occupied that position, 


I 


sir? 


Mr. Fuuier. In January 1953 T was put on as temporary adminis 


trator. I was confirmed and elected by the joint board of trustees 
September 21, 1953. I beheve that is the correct date 
Mr. McC apse. Do you occupy any other po ition mW Connectlol vith 


this trust fund ? 

Mr. Fuutuer. No, sir. 

Mr. McCapnr. You are not a trustee ? 

Mr. Funver. I am a trustee of the welfare fund. Excuse me 

Mr. McCarnre. Would you explain that position to us for the record, 
please ? 

Mr. Futuer. I was elected by the members of the Sheetmetal Work 
ers Local Union 108 as a trustee to the welfare fund. 

Mr. McCanr. At what time, sir, were you elected ? 

Mr. Fuuier. I don’t recall the exact date, but I believe it was in 
the early part of the latter part of 1952, I believe. I don’t recall 
the exact date. 


Mr. McCape. That is all right An ap proximation would be suffi- 
cient. So you occupy at the prese nt time a position of administrator 
of the fund and you are also serving as a trustee for the union side of 


the fund: is that correct ? 

Mr. Fuuuer. That is correct. 

Mr. McCapre. Prior to vour affiliation with this welfare fund, it 
was your employment / 

Mr. Furtuer. [ was an elected business representative of the Sheet 
metal Workers Local Union, 108. 

Mr. McCanr. For how long a time, sir, approximately ? 

Mr. Futter. Approximately 2! “UIs, 

Mr. McCanr. Would you felts for us in general terms vou 
duties as administrator of this trust fund ? 

Mr. FULLER. ] am mn complete charge of the office and the Opera 
tion of the fund, and working under direction of the joint board 
of trustees. 

Mr. McCare. When you say in complete charge of the office and 
the operation of the fund, what is included in that coverage, in 
that territory that you covered / By that I mes n, Sil i3 do you have 
supervision over claims, collections, determination of eligibility and 
matters of that sort? Could you define for us more precisely just 
what your duties are / 

Mr. Furuer. I have supervision over the payment of claims. I 
have supervision over the eligibility department, that is, in regard 
to me mmbe rs, W hether thev are elioib le or not. I make every iftempt 
to collect contributions from delinque ne emp lovers, although Il have 
no authori ty to ti ake any action in regard to that in the event they 
don’t pay. 

Mr. Mc LT ABR. Just how do vou determine this matter of claims? 
You say you have final authority in the matter of claims. How do 
you go about determining- 
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Mr. Fuuurr. I didn't say I had final authority in the payment of 
clan Is 
Mr. MceCarnr. Tam sorry. I didn’t mean to misquote you. Would 


vou tell us how you make your decisions in the matter of claims ? 
' Mr. Fuuner. We have a manual to go by that is furnished us by 
the insurance company, and if any situation arises that cannot be 
taken from that, it is referred to the insurance compat y for a decision, 
wna they make the tinal decision on anything that doesn’t come within 


the n anual. 
Mr. MeCaner. Could you estimate for us the approximate percentage 


of claim decisions which you can make finally under the latitude 
eviven you in this manual 4 

Mr. Funier. I would say 98 percent of them. 

Mr. MeCanr. Then the other 2 percent you find are such that they 


nee reference tot he company ¢ 


Mr. Fuuuer. That is right. 

Mr. MeCare. Would you tell us how you make your decisions on 
this m itter of eligibility / 

Mr. Furier. We have rules of eligibility that we go by that was 
adopted by the joint board of trustees. 

Mr. McCanr. Could you tell us briefly what they are ? 

Mr. Future. A man transferring in here from another jurisdiction 
ora new man coming in to the local union, he must work 6 months and 
S hours before he becomes eligible for insurance. 

Mr. McCare. A man must work 6 months and 8 hours in this juris- 
diction before he becomes eligib . for benefits under your plan? 

Mr. Fuuier. He must work in a contributing shop in one of the 
unions participating in the elias fund. 

Mr. McCane. Is it necessary that he be a member in good stand- 
ng in order to participate ? 

Mr. Futier. It is. 

Mr. McCarnr. You may have already answered the question I want 
to explore aoe collections. Would it be a correct statement to make 

that vou try to persuade the employers to keep their contributions 
current, that aa have no authority to take action, legal or otherwise, 
to force the contribution ? 

Mr. Futter. That is right. 

Mr. McCanr. Prior to the time you became associated with this wel- 
fare fund, you have told us you were a business representative for 
local 108; is that correct ? 

Mr. Funuer. Yes, sir. 

Mr. McCane. In your capacity as a business representative, did you 
personally negotiate with employers about their contributions to wel- 
fare and pension plans, or health and welfare funds ? 

Mr. Futier. No; I have never been on a negotiating committee for 
the union. 

Mr. McCarr. You have never dealt with employers as a union rep- 
resentative in this matter of welfare funds? 

Mr. Funver. I wouldn’t say that. I would say that the business 
representatives, it is their responsibility to collect or make some kind 
of arrangements with the delinquent employers to see that they pay 
on the people that work there. 

Mr. McCapsr. And you made such arrangements with various em- 
ployers prior to the time you became the administrator for the fund? 
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Mr. Fcuver. That is right. 

Mr. McCasr. And you did that in your capacity as a business rep 
resentative ¢ 

Mr. Funuer. That is right. 

Mr. McCane. Can you tell us whether this welfare fund provides 
that employees who are on strike and for whom no premiums are being 
paid, will be eligible for participation under the fund ¢ 

Mr. Futter. They will be eligible providing the employee trustees 
vote to extend coverage for them. 

Mr. McCane. A striking employee will be eligible under this fund 
provided the employee trustees so vote ¢ 

Mr. Fuuuer. That is right, according to the trust agreement. 

Mr. McC ape. oe loyer trustees have no voice in that decision ?¢ 

Mr. Funtuter. No, s 

Mr. McCane. W he — the premiums for any benefits which might 
vo to striking employees ¢ 

Mr. Fuutier. The premiums are paid to the insurance company out 
of the reserve fund. 

Mr. McCapse. How is this reserve accumulated 4 

Mr. Fuuier. It is accumulated. It is more or less an estimated 
amount by the contractors and the unions in negotiation, and it is 
figured from there according to how much insurance they can buy. 
Naturally, they have to figure the amount of benelits so that they can 
have some reserve. 

Mr. Mc( ‘ABE. When you speak ot a reserve, you are speaking of the 
welfare fund reserve 4 

Mr. Funver. That is right. 

Mr. McCase. The reserve fund which the welfare fund itself 
builds up 4 

Mr. Fuuuer. That is right. 

Mr. McCape. And the welfare fund is built, is it not, through con 
tributions made by employers on behalf of employees ‘ 

Mr. Futier. That is right. For instance, our premium now that 
we pay to the insurance company, per month, is $12.24 on each member, 
und on an average throughout the year, at 40 hours a week, I believe it 
figures $14.28. So you would have some reserve there, although onan 
uverage everybody does not work 40 hours a week, so it doesn’t run 
that high on an average. At this particular time there are quite a few 
people out of work, and there have been for the last 9 months, any 
where from two to five hundred men, in this local union that I know of. 
That has cut down on some of the contributions. Other shops are 
working their employees part time, 2 or 5 days a week, so they can 
keep their oper: ating crews on. 

Mr. McCasne. Getting back to the matter of the welfare fund pay- 
ments for employees who may be on strike, have any employers, to 
your knowledge, objected to this use of the welfare fund mone y! 

Mr. Funter. Any of the employers / 

Mr. McCanr. Yes. You mentioned the decision was made by a vote 
of the employee trustees only. What I want to know is have there been 
any objections, to your knowledge, from emp sloyer contributors. 

Mr. Futter. I have never heard of any 

Mr. McCane. No, sir. And I think if there had been any made, I 


would have known about it. 
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Mr. McCane. You mentioned the accumulation of a reserve for this 
fund. How much, approximately, is that reserve at this time? 

Mr. Futxer. I would say it was in the neighborhood of $400,000. 
I heard what Mr. Ely said a while ago, and I think that ts about right. 

Mr. McCapser. In the neighborhood of $400,000. That is the reserve 
which the fund itself has accumulated. Where is that money 
deposited 7 

Mr. Futver. The checking account is in the Bank of America at 
ith and West Lake. 

Mr. McCape. This amount of $400,000 is kept in a checking account 
at the Bank of America ? 

Mr. Futxer. No; that is the entire reserve. Part of the money is 
put, I believe $75,000, in savings accounts. I would have to get the 
books to check this. 

Mr. McCane. I misunderstood you. I thought you said the entire 
amount was checked. 

Mr. Funier. There is some that Mr. Ely and Mr. Fillipini, who are 
the cochairmen they were authorized by the joint board of trustees to 
purchase some bonds of some different building loan associations, 
which they did. I believe it was $75,000 worth. 

Mr. McC ane. In any event the surplus in the fund itself amounts 
to about $400,000. I think you have explained the general purpose 
for which this fund is maintained, but perhaps not in detail. T want 
to ask you now whether you know if the insurance company keeps n 
reserve. 

Mr. Futuer. I believe they do. 

Mr. McCapne. Do you have any idea 

Mr. Fuuier. Because they have certain obligations in the event 
the policy is canceled or changed to another carrier, or something, 
they have certain obligations to continued claims and maternity bene 
fits that they have to pay later, and naturally they have to have a 
reserve, 

Mr. McCarr. Do you know from what source the insurance com 
pany reserve is built ? 

Mr. Fuuuer. I believe it is built or taken from the difference be- 
tween the claims that are paid and the premiums that are paid to them, 
figured like that. It is more or less held in reserve, a certain percent- 
age, and not refunded to the fund. 

Mr. McCane. Its original source, in any event, is the amount of 
money contributed by employers under this welfare plan and through 
which insurance is purchased ? 

Mr. Fctrer. That is the only place it could come from. 

Mr. McCarner. Do you have any idea of the amount of this insurance 
company reserve ? 

Mr. Funirer. I believe if I remember correctly it was around 
$100,000 that they have now. . 

Mr. MeCani They maintain a reserve of $100,000 to cover such 
contingencies as delaved claims and maternity benefits / 

Mr. Fun.er. That is pretty close to the fivure. 

Mr. McC are. Do you consider that to be excessive ? 


Mr. Fcrier. No. 


Mr. McCaner. Do you consider that the combined reserves, the 
$400,000 in the welfare fund itself plus the $100,000 in the insurance 
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company, would adequately cover all delayed claims, maternity bene 
fits, and contingencies of that sort 4 

Mr. Futier. The $400,000 has nothing to do with the paying of 
claims in the event the policy is canceled or changed to another car 
rier. That is the obligation of the insurance carrier. 

Mr. McCanr. The obligation of the insurance carrier is to pay any 
claims which might be held ovel should the polices be cha ged to an 
other carrier. You feel the $100,000 approximately reserve they now 
hold for that purpose is not excessive / 

Mr. Funzier. That is right. 

Mr. McCasr. Can you tell us the number of local unions for whose 
members contributions are paid into this fund today ? 

Mr? Fuuuer. We have eight. 

Mr. McCaper. And they are in the southern California, Arizona, and 
Nevada areas ? 

Mr. Fuuuer. Yes, sir. 

Mr. McCane. Can you tell us the procedure followed when a new 
local is brought under this plan, the procedure to determine eligibility 
for claims, time for filing, and matters of that sort ? 

Mr. Funiier. They usually cover it immediately as soon as they come 
in. 

Mr. McCane. They are usually covered immediately as soon as they 
come in? 

Mr. Futier. That isright. It is the same as when the original plan 
was started up. 

Mr. McCane. How do they come in, formally ¢ 

Mr. Furzer. All they have to do—say, for instance Fresno wanted 
to transfer to this local union. All they would have to do is transfer 
their funds over here and I have the authority to take them in without 
iny action from the joint board of trustees. 

Mr. McCape. And then what is done with the funds? 

Mr. Futter. Deposited in the bank account. 

Mr. McCase. Can you tell us the approximate date when local 26 
at Reno, Nev., was brought under this plan / 

Mr. Fuuuer. I don’t have the date with me, but I believe it was in 
the early part of 1953. 

Mr. McCane, The early part of 1953? 

Mr. Fuuuer. Yes. 

Mr. McCapr. Had that local accumulated any funds to cover pay 
ments on behalf of employees who were members ? 

Mr. Fuuuer. Yes. 

Mr. McCane. Do you know how much? 

Mr. Fuuver. I don’t know exactly what it was there. As far as 
the local 26 in Reno, they originally, I believe, made arrangements to 
go into local 88, in Las Vegas, Nev., and they either went in there in 
part or they started their contributions there or something. I don’t 
know the whole story on the thing myself, and I have not been able 
to find out. 

In local 88 the membership voted to transfer into the sheetmetal 
workers welfare fund of southern California. At that time 

Mr. Hor. Have you finished this line of questioning ? 

Mr. McCase. I can resume it later. 
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Mr. Ho rr. It is now 12:20. The committee will adjourn and re 
convene at 2 o'clock. 

(Whereupon, at 12:20 p. m., the committee was recessed, to recon 
vene at 2 p.m. the same day.) 


AFTERNOON SESSION 


Mr. Hour. The hearing will come to order. 
Mr. Fuller, will you please be seated at the witness table? 


TESTIMONY OF JOHN EDWARD FULLER, GLENWOOD, CALIF., AC- 
COMPANIED BY HIS ATTORNEY, CARL W. BERUEFFY, WASHING- 
TON, D. C.—Resumed 


Mr. Hour. Counsel will resume his questioning. 

Mr. McCape. Mr. Fuller, just before the noon recess, I believe you 
stated that new local unions were periodically added to this welfare 
fund and that the total number of locals whose members are now cov 
ered amount to eight; is that correct, sir? 

Mr. Futter. That is right. 

Mr. McCasr. Could you tell us how the administrator of the fund 
makes a formal entry to indicate the coverage for a new local 4 

Mr. Fuuirr. The local union takes action in regard to transferring 
in, and how they notify their employers of this, the employers and 
union trustees ap yparently set together and work out a solution there 
in regard to transferring in. Then, in regard to the Las Vegas fund 
that was transferred in, there was a blank check signed ther, and 
was brought down and turned over to the auditors, and they made 
arrangements with the bank to transfer the bank account. 

Mr. McCane. A blank check, did you say, sir? 

Mr. Fouier. Right. 

Mr. McCape. Signed by whom? 

Mr. Fuuier. Signed by the authorized representatives in that dis 
trict, 

Mr. McCaper. That was for local 88 in Las Vegas? 

Mr. Funuer. That is right. 

Mr. McC ane. Transferring local 88 under the coverage of the wel 
tare fund of southern California, Arizona, and Nevada ¢ 

Mr. Funuer. That is right. 

Mr. McCane. We also mentioned the time when local 26 at Reno 
became covered by this plan. Can you tell us whether you recall any 
formal action taken by the qound trustees, whereby local 26 at Reno 
became covered by this pli in / 

Mr. Funuer. I don’t remember exactly what transpired there on the 
transfer of local 26 into this fund. We would have to get the records 
and go over them. It would more or less bear out exactly what hap 
pened. 

Mr. McCanr. Do you recall specifically whether a formal action 
was taken by the joint trustees at the time that local 26 was brought 
n/ You say vou do not recall the nature of the action. You do not 
have the minutes with you, I presune. 

Mir. Future. No, I don’t. 
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Mr. McCase. Can you tell us in general what action, if any, Was 
taken at the time this local was merged with the southern California 
fund ¢ 

Mr. Fviier. It wasn’t necessary for the joint board of trustees to act 
onthat. Ihave the authority to accept a local union. 

Mr. McCase. You have the authority as administrator to accept the 
Jocal union ¢ 

Mr. Funuer. Yes, sir. 

Mr. McCane. Can you tell us whether you recall having taken any 
formal action and, if so, what action you took ¢ 

Mr. Fuuuer. Action in regards to what ¢ 

Mr. McCase. In regards to certifying that local 26 was of some date 
certainly covered under this fund. 

Mr. Fuuuer. I don’t recall that it reflects in the minutes or not, but 
their trustees have been seated, have been on there for quite some time, 
and they have been acting as part of the joint board of trustees. They 
must have been accepted. 

Mr. McCase. You testified, before the recess, that you believe this 
local 26 came in sometime the early part of 1953, is that correct ¢ 

Mr. Funtxer. That is right. 

Mr. McCape. Was any money transferred to the account of the 
southern California fund at that time on behalf of local 26 or its 
members # 

Mr. Fuutier. The employers started paying, sending their checks 
down there, their contributions to the welfare fund. 

Mr. McC ane. The employers started sending their periodic con 
tributions ? 

Mr. Fuuxer. That is right. I don’t remember exactly what month 
they started, but they did start. 

Mr. McCape. Prior to that time, was there not an accumulated fund 
held in escrow to cover those employees in Nevada 4 

Mr. Fuuver. That is right. 

Mr. McCapnr. Was that accumulated fund at any time transferred 
into the southern California fund 4 

Mr. Fuurier. It was. 

Mr. McCape. At what time? 

Mr. Funxuer. I don’t recall. The record will bear it out. 

Mr. McCasr. How wasthat money transferred to you ¢ 

Mr. Futier. It wastransferred by a certified check, I believe. 

Mr. McCape. Whose check ¢ 

Mr. Fuuurr. It was issued by the bank. 

Mr. McC asr. On whose order 4 

Mr. Futter. On Representative Hanley. 

Mr. McCape. And who delivered this check to you ‘ 

Mr. Fuuier. He did. 

Mr. McCase. Do you recall the amount of that check ¢ 

Mr. Fuuxer. I think it was $8,200, something to that effect. 

Mr. McCapnr. And your recollection is that this check was issued 
pavable to Representative Hanley ¢ 

Mr. Fuurier. No, it was not. It was issued payable to the Sheet 
metal Workers Welfare Fund of Southern California, Arizona, and 
Nevada. That is the way I remember it. 

Mr. McCane. I do not understand your reference to Representative 
Hanley in this picture. Would you explain that for us 4 
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Mr. Funcer. He is the one that gave me the check. I turned it 
over to the auditors, and they deposited it in the bank, or the girl 
deposited it in the bank 

Mr. McCane. What was Mr. Hanley’s connection with the fund 4 

Mr. Furuier. He was international representative and he was inter 
ested in gett he the blanket coverage for the three States. 

Mr. MceCape. IT understand that. sir, but what was his connection 
with the fund / 

Mr. Futter. He had no connection with the fund. 

Mr. MeCanr. How did he come to have posession of this check 2 

Mr. Futter. It was in the transfer from the—the way I understand 
it—from the escrow, the money that was put in escrow for the mem- 
bers, when there was some dispute or something and they put it in 
escrow or something in Reno. J am not familiar with it. I was, at 
that time, not in that district. I am sure that I don’t know exactly 
what transpired. 

Mr. McCapr. This check which was delivered to you by Repre- 
sentative Hanley was placed in the bank, you say, at the instruction 
of whom 

Mr. Futier. At the instruction of myself. 

Mr. McCarne. Do you know about what time that may have been, 
sir? 

Mr. Funier. No, I don’t. I don’t recall exactly what date it was. 

Mr. McC ape. ( ‘oul | you tell us what year? 

Mr. Funier. No, sir. I believe it was in 1953. 

Mr. McCane. Could you tell us in what year this check was issued ? 

Mr. Furrer. Well, as soon as I got it, I deposited it in the bank, 
or at least I gave it to the bookkeeper and told her to deposit it in 
the bank. 

Mr. McCapser. Can you tell us from your best recollection, and you 
are the administrator of this fund, whe *n this check was issued @ 

Mr. Furier. No. 

Mr. McCarr. Would it refresh your recollection to say that it 
was issued sometime in the early part of 1953? 

Mr. Fuuuer. No. 

Mr. McCasne. It would not. Do you have any idea of the time 
when it was deposited in the bank at your order? 

Mr. ik ULLER. No. 

Mr. McCape. You have no recollection of that ? 

Mr. Fuuuer. I don’t remember the date. I remember the check be- 
ing turned over to my bookkeeper and deposited in the bank, and I 
think the auditor put out a report on it but I don’t remember the date. 

Mr. McCane. Could you say whether it was or was not in the year 
1953 

Mr. Fuiver. I could not. 

Mr. McCanr. You also said awhile ago that the employers in the 
Reno area made their contributions to the fund or to the administrator 
as soon as they become cove red by the souther n ¢ California fund. 

Mr. Fuuver. I didn’t say that. 

Mr. McCane. Well, correct me if Iam wrong. Would you tell me 
what vou did say, in substance / 

Mr. Fuvier. I said they started payine in contributions. 

Mr. McCarnr. They started paying in contributions. At what time 
di | this occur ¢ 
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Mr. Fururr. I don’t recall the date. 

Mr. McCanr. Aproximately ¢ 

Mr. Fun r. I don’t recall the d: ate. I can’t tell you approximately 
on the thing. The records will bear it out. I can bring the records 
down a we can look it —— if that will help you. 

Mr. McCanr. Can you tell us whether any of the employees who 
were sabi of the Nevada “wal al and for whom contributions were 
paid by their employers whether any of those employees filed ancd were 
paid benefits claims before their employers began payment into this 
fund 4 

Mr. Furtuer. I couldn’t answer that. 

Mr. McCanr. You can’t recall whether any of these employees filed 
and were paid claims / 

_ Mr. Futter. I know that they had some accumulated claims and 

e had to catch them up after they got the thing squared aw: Me 

“hee McCapnr. How did you ¢ ateh up these accumulated claims / 

Mr. Futter. Because the people were entitled to it. Thei "money 
had been held up in escrow, and our rules of eligibility says that no 
member shall suffer from any loss from a delinquent employe 

Mr. McCane. The money was held up in escrow and these claims 


were incurred or the injuries were suffered by the employees. You 
are unable to tell us when this escrow money was deposited in the bank. 
What I would like to have you tell the committee now, if you can, sir, 


is this: Under what particular authority were you able to pay those 
claims which were pe nding and for whic h no premium he ad been pal d 
into the fund? 

Mr. Fuuuer. I was acting on behalf of the joint board of trustees 
if I paid pe 

ae McCape. Did you instruct the financial secretary of local 26, 

1 April J 1953, to se nd to you a list of all the pe nding claims / 

"Mie Funuer. I don’t recall. 

Mr. McCase. Do you recall sending him such instructions at any 
time? 

Mr. Funier. No, I don't. But we send thousands of letters out of 
that office and it would be impossible for me to remember it. 

Mr. Granam. Do you recall sending him a telegram / 

Mr. Fuuuer. In regards to what? 

Mr. GRAHAM. Giving you a os t of all accumulated claiins. 

Mr. Fuuier. I don’t recall it. but it is possible that I did, or sent him 
a letter, either one. It is possible. 

Mr. McCane. Under the terms of the trust agreement, do you con- 
sider that the employees are eligible for benefit payments even though 
the premium payments on their behalf have been held in escrow and 
were not yet deposited to the account of this welfare fund / 

Mr. Fuuuer. Under certain circumstances, I think so. 

Mr. McCanr. Under what circumstances ? 

Mr. Futuer. Under the circumstances of local 26. 

Mr. McCapr. What were the peculiar circumstances ? 

Mr. Funturr. Their money was in escrow. 

Mr. McCane. I didn’t get that. 

Mr. Futter. Their money was in escrow. 

Mr. Lucas. Counsel, tell us why the money was in escrow. 

Mr. MecCanr. Our investigation indicates, Congressman, that at 
the time the contract was made in Reno, the Wage Stabilization Board 
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rules prohibited direct wage increases beyond a certain point. The 
parties agreed that a certain sum would be set aside in escrow for a 
welfare arrangement contingent upon ultimate Wage Board approval 
of the welfare plan. 

Is that correct, to your knowledge ? 

Mr. Fuuier. I wouldn’t know. I didn’t negotiate that agreement. 

Mr. Granam. Further, when this money was held in escrow, there 
was no welfare plan, there were no premiums being paid for these 
people, the money was merely being held there. 

Mr. Lucas. Who was it being held by ? 

Mr. McCane. It was ina bank under the direction of the joint escrow 
trustees in Reno. 

Mr. Granam. But there was no welfare fund covering these people. 
No premiums had been pe aid cover ing the m. Some claims arose dur Ing 
this period and the question is whether those claims were paid by the 
trust fund and what authority the administrator had for paying 
those claims inasmuch as no premiums had been paid to the insurance 
company. 

Mr. Lucas. Counsel, are you intending to show a lack of diligence 
on the part of the administrator in caring for the members of this 
fund, or has there been some attempt to commit fraud in connection 
with these moneys / 

Mr. McCanr. Well, sir, we are trying to develop the information 
as to when and how this escrow ee was finally placed in the account 
of the welfare fund. Since we have been unable to establish that 
through the administrator’s Pecan I would like to find out for 
the committee, if it is possible, under what authority previously pend- 
ing claims were paid even though this escrow money covering the 
premiums for the time the claims were incurred had not yet been 
delivered to the fund. 

Mr. Lucas. And the previously pending claims were paid out of 
funds accumulated from the wages or from the employers in the Los 
Angeles area? 

Mr. Granam. At least from other than the Reno area 

Mr. Lucas. I understand. Pardon me for interrupting. 

Mr. McCane. Mr. Fuller, you mentioned that representative Hanley 
delivered this check to you. You also mentioned that he was not a 
trustee but that he was at that time an international representative 
of the union. Did he, as international representative, have a voice 
in the operation of this welfare fund ¢ 

Mr. Funver. He acted as adviser when we requested him to. The 
employers used to have an attorney there, and Mr. Hanley, we felt, was 
more qualified to cope with the situation in regards to legal matters, 
so we would request him to attend all the meetings he possibly could, 
because we had a problem there as none of us as sheetmetal workers 
having any legal training. We would request him to come and some- 
times either advise us or at different times act as our spokesman, with 
no vote. 

Mr. McC ape. I have no further questions at this time. 

Mr. Horr. Are there any further questions ? 

Mr. Granam. I might just ask 1 or 2 questions that have not been 
asked. It may be brought out later. Just a moment. 

I have no questions. 


Mr. Hott. Mr. Lucas? 
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Mr. Lucas. I will defer to Mr. Miller. 

Mr. Horr. Mr. Miller / 

Mr. Miniter. I have no questions. 

Mr. Lucas. Mr. Fuller. I have been interested in this fund. The 
committee, you unde retand, is interested in presery ing for the workers 
ever ything th: at they ire entitled to receive. You are the chosen and 
acting administrator ‘of the fund in the sum of perhaps $800,000, 
which revolves by reason of the fact that there are contributions from 
employe rs and disbursements to employees on legal claims made 
against the fund. The fund is, as I said, around $800,000. Is that 
right ? 

Mr. Futter. I believe it would run between 6 and 8 this yea 

Mr. Lucas. This year? 

Mr. Fuuier. Yes. 

Mr. Lucas. Of course, it is growing greater every year; is it not? 

Mr. Fuuzter. That is right. 

Mr. Lucas. It was not so great last year and you anticipate it will 
be greater next year? 

Mr. Fuuier. For instance, if 1 may—— 

Mr. Lucas. Yes; I want to hear you. 

Mr. Fuuier. Last year we paid 9,114 drafts. 

Mr. Lucas. In the sum total of-—— 

Mr. Fuuier. I don’t have the total sum of money there. That 
would come out in the auditors report. I just had the girl check to 
see how many actual drafts we had drawn on the insurance company 
last year, from February through December 31, 1953. From January 
1 to September 18 of this year, we have paid 9,652 drafts. 

Mr. Lucas. So you are growing all the time ? 

Mr. Fuuuer. Yes, sir. 

Mr. Lucas. Those are claims made by members of the unions who 
have worked the requisite number of days under your eligibility re 
quirements for illness or accident care, or care for injuries sustained 
in accidents and other causes for reimbursement under the fund: is 
that not right ? 

Mr. Fuuirer. According to the policy; yes, sir. I have some books 
here, if you would like them. 

Mr. Lucas. I think I understand. Mr. Fuller, who cheeks on these 
cases? You are the fiduciary agent to preserve this fund, you undet 
stand. When claims come to you, do they come through union chan 
nels or come directly from the injured party or from the beneficiary 
or professed beneficiary / 

Mr. Furr. They either come from the member or the dependent, 
or sometimes the doctor sends them in. 

Mr. Lucas. They come direct to your office, do they not ? 

Mr. Futzer. That is right. 

Mr. Lucas. Do you have a staff of people who check on whether o1 
not these could be fraudulent claims ? 

Mr. Futter. Yes, sir. 

Mr. Lucas. Do you have representatives as do insurance ¢ a 8 nies 
to go out and ti alk with the people or check with the doctor or consult 
witnesses to see whether or not this is an honest claim ? 

Mr. Futter. Sometimes when an illness continues for quite some 
period of time, we request the—first I go out myself and visit the 
people and find out just what is going on, whether or not they ar 
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being taken advantage of, and the doctor they are going to, and I 
investigate him more or less the best way youcan. You can’t get very 
far on a situation like that. It is very touchy and you have to go out 
and understand the people to start with before you can even approach 
them on the situation, because some doctors do take advantage of the 
situation. 

For instance, I won’t name names, but there was one lady. Her 
husband was a member and he had gone to a certain doctor for 3 or 4 
different operations, and it ran into the thousands of dollars. He 
had practically Jost his home, his car, and he was worried so hard 
he could hardly hold a job. I went out and talked with them, and 
took my wife, and we made friends with them, and asked them to 
come on and have an examination by a specialist, which they did. 
He operated on her and she is well now. She would have died if it 
had not been for this investigation by the specialist. 

Mr. Lucas. That was the case where the claimant was a depend- 
ent of a member beneficiary under the policy ? 

Mr. Fuuier. It was a member’s wife. 

Mr. Lucas. Obviously, Mr. Fuller, you and your wife could not 
call on 9,114 people, could you, in 1 year? 

Mr. Futter. That isright. I have no intention of trying. 

Mr. Lucas. Do you have any other people who call upon your 
claimants ¢ 

Mr. Fuxier. The insurance company will investigate a claim, oc- 
casionally, whenever they think it is a little out of line. 

Mr. Lucas. Of course, you cannot answer as to the insurance com- 
pany, but within your knowledge does the insurance company often 
investigate these cases? 

Mr. Fuutier. I wouldn’t know exactly how often they do it, as far 
as that part is concerned. 

Mr. Lucas. Well, had the insurance company called on the lady you 
went to see? 

Mr. Futuer. No, I don’t think so. 

Mr. Lucas. It involved several thousand dollars? Is that a typical 
case? What, I am leading up to, you understand, is that I want to 
know what kind of check there is on these funds. How do you know 
you are not getting a number of fraudulent claims? Do you? 

Mr. Fuuier. The doctor has to sign them; the member has to sign 
them ; the claim blanks sent in, and they have to have an itemized bill 
from the doctor and the hospital, issued by the doctor and the hos- 
pital, itemized bills. We very often call the doctor or hospital to 
verify it, | or the girls do. 

Mr. Lucas. You could not call the hospital on 9,000 cases. Would 
you have a staff to make any sort of check on these things, Mr. Fuller, 
by means of telephone ? 

Mr. Futter. That is the way we usually do it, by telephone, or if 
it is out of town, we do it by letter. 

Mr. Lucas. You write to the hospital and say “Mrs. John Smith is 
reported to be there,” or “We have received a claim for Mrs. John 
Smith from your hospital. Will you give us detailed information 
regarding it.” Is that the type of letter? 

Mr. Futter. An itemized statement issued by the hospital. 

Mr. Lucas. Do you mean to say her claim does not contain that 
itemized statement already ? 
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Mr. Futier. Some of them do and some do not. 

Mr. Lucas. You write back and oet the itemized statement, is that 
correct ¢ 

Mr. Futier. We have to before we can pay the claim. 

Mr. Lucas. It appears to me, Mr. Fuller, that when you are rul 
ning 9,000, and which this year will probably exceed 10,000 claims 
annually, you need more than 9 girls and 1 administrator to take care 
of these funds. Does the union hie lp you, the loeal union, wi h the 
dependent or the actual claimant is a member of ? Do tl ey advise 
} For instance, in local No. 26 at 
Reno, should one of its members have a claim, could you write to the 
business agent and get information about this claim / 

Mr. Fuuuer. No. 

Mr. Lucas. Have you ever counseled with the union itself about 
claims ¢ 


Mr. Funcer. Well, I probably talked to them about it in regards to 


vou in the payment of these claims? 


that, and ] might have wrote letters to them in regards to findu 2 out 
whether a man was working some place, to try to establish his eligi 
bility or something like that, sure. 

Mr. Lucas. That is good. But, how about his eligibility to receive 
money under this fund? Do you eall upon the nion to help you 
determine whether or not this man is actually sick or whether he has 
actually sustained an accident ¢ 

Mr. Futter. No. 


Mr. Lucas. You depend, then, entirely upon the signature of the 


] 


claimant himself on the form which vou send out or which the loeal 


/ 


unions have. and the signature of the doctor: 1s that not meht 


Mr. Futier. That is what we go by, along with the itemized bill or 
statement from the hospital or the doctor. 

Mr. Lucas. And that is all the information you have in most cases, 
let us say, other than the cases in which you do the investigating 
vourself ¢ 

Mr. i LLER. Or the girls 1) the offi eC. If there l something they 
don't understand about the el Lim, they either call the hospital or the 
doctor or they hold the claim up ina separate file until they vet an 
answer back in writing. 

Mr. Lucas, jh other words, the majo portion of your claims paid 
are paid upon presentation of the statements of the doctor and the 
laimant himself and possibly the hospital, too ¢ 

Mr. Futier. That is exactly right. 

Mr Lu AS. You receive ho information from outside sOUrCesS, ich 
as the union business agent, or ul ion office, or witnesses to the ace dent. 
if there was an accident, or neighbors to the party who is claiming 
reimbursement, or under any other circumstances ¢ 

Mr. Fuuuer. No, sir. 

Mr. Lucas. You do not. Now, Mr. Fuller, [ wish to ask questions 
about you, if | may. What kind of experience had vou had in this 
field before you became administrator of this fund ? 

Mr. Fuuuer. In the insurance business ? 

Mr. Lucas. Yes, sir. 

Mr. Futter. Well, the only experience I had had in the insurance 
business was that I had bought a few policies in life insurance. 

Mr. Lucas. Had you had any experience in managing money for 
other people before vou became administrator of this fund? ‘Had 
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you worked in a bank, or an insurance company or ina brokerage 


house ¢ 

Mr. Fuutuer. No: I never worked in a bank or insurance company 
or brokerage house, but I have had quite a bit of experience handling 
money. 

Mr. Tt You mean handlin ng r other people’s money ¢ 

Mr. Futter. My own. 

Mr. LL \S In other words, you have not had al ny experience in 
managing money for other people, have you? I wt not mean to em- 
barrass you. If you want to say “Yes” or “No” it all right, and 


if vou do not want to answer it. it is all right. 
Mr. Furcer. Actually, the answer is“No,” sir. But 


Mr. Lucas You can expla n. Iwill be glad to hear it. 

Mr. Funver. The purpose that the welfare plan was established for 
Was, ate ne ason that a union man was put in as administrator, to 
have someone there that understood the problems of the working 


people and their families, and where they could come = and sit down 
ind talk to him when they had a problem, and more or less keep good 
relations among the peop le. And where they sea feel like they 
are more or less a part of it. If there was a lot of redtape to go 
through and with insurance companies to handle it, there wouldn't 
be the same relations as if their own union people were in there as 
administrators. Actually, I think it works out better like that, 
whether [ am the administrator or whether some other union man is 
the administrator. But I think it would be best for the employers 
und the employees. 

Mi Lue AS. Well, perhaps I Cal help you, TOO, Mr. Fuller. You do 
not have the final determination as administrator as to where these 
excessive fannie or where your reserve funds are to be invested ; do you? 

Mr. Fuuuer. No. 

Mr. Lucas. You go to the employer employee trustees, do you not, 
before you invest any of your money / 

Mr. Funier. I don’t invest any money. 

Mr. Lucas. You do not invest it ? 

Mr. Funuer. I don’t sien no checks on the bank account. 

Mr. Lucas. All you do is take care of the money that comes in for 
you to disburse ? 

Mr. Fuurer. I don’t sign any checks on the bank account. I have no 
authority to sign any checks on the bank account. All I sign are drafts 
drawn on the insurance company, payment of claims, and I never sign 
any checks drawn on the welfare fund. 

Mr. Lucas. In other words, if you may use this p yhrase, you are but 
half an administrator, you take care of the disbursing of the mone ¥, 
but you have nothing to do with the care of the money that comes in. 
[t is not your iob, as you say, to see that the money is properly invested 
or saved, or that the employees’ interests, whom you represent ina 
fiduciary relationship, are cared for; is that not right ? 

Mr. Funuer. As far as the investment of the money, that comes 
under the heading of the joint boards of trustees’ business. 

Mr. Lucas. And you have nothing to do with it; you make no 
recommendations ¢ 

Mr. Futier. I ama trustee. I might make a recommendation if I 
wanted to. 

Mr. Lucas. That is in your capacity as trustee ? 
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Mr. Funtier. That is right. 

Mr. Lucas. _) as administrator, you do not advise the trustees 
as to where they can put their money, United States savings bonds 
or first mortgages or blue-chip stock? You do not do that, do you 4 

Mr. iy LLER. Well, | have never seoregated the two. \W hen I went 
in te » talk at a meeting, I didn’t say, “Now, I am talking as an admin 
istrator” and “Now, I am talking as a trustee.” I don’t know about 
that, sir. 

Mr. Lucas. Let us find out how you feel about this. Suppose youl 
fund within the next 60 days had a very prosperous time and your in 
come amounted to a million and a half dollars and you had the money 
inthe bank. What would you do? 

Mr. Funuer. | would recommend to the jou t board of trustees that 
they buy more benefits for the members and their dependents; the 
same pe, only more, 

Mr. Lucas. Then your recommen dation would be that vreatel bye 
fits be di spe ‘nsed to the emp ylovee members ? 

Mr. Futter. That is exactly right. 

Mr. Lucas. You vould not say anything to the board of trustees 
about putting some of this money into reserve; would you? 

Mr. Futter. I probably wouldn't even mention it. 

Mr. Lucas. It would not be your interest, then, that this additional 
money be invested for possible interest payments back into the fund 
in United States Government bonds or some other source of income / 

Mr. Futter. Sure, I think it should. Yes, siree. 

Mr. Lu AS. Would you make such a rer ommendation / 

Mr. Funter. | wouldn’t hesitate to make such a recommendation. 

Mr. Lucas. Have you made such a recommendation in the past? 

Mr. Fuiier. I certainly voted for it, the last investment I made. 

Mr. Lucas. Would you feel it your duty as administrator to see 
that these funds would bring in income if possible ? 

Mr. Fuurer. Well, actually, I have—I think probably I should 
take a part in it as a trustee. 

Mr. Lucas. I am asking you as administrator. Would you feel 
it to be your duty to see that these mone vs mi ake mone y, if possible, 
by investment ? 

Mr. I'utirr. That is exactly right. 

Mr. Lucas. Have you made such recommendations in the past ? 

Mr. Futzer. I don’t recall who made the last recommendation, sir. 

Mr. Lucas. But you have not? 

Mr. Futuer. I wouldn’t say that. I think I was a part of it 

Mr. Lucas. Mr. Fuller, have you made any investments of your 
own funds, your private funds? Have you ever bought any stocks, 
United States Government bonds, in order to save your own money ¢ 

Mr. Futier. Yes; I have. 

Mr. Lucas. What experience have you had in the purchase of 
wee 

Mr. Fuuier. Well, the most experience I have had is I bought 2 
or 3 ‘iffe ‘rent houses, you know, and sold them, and different things 
like that, in real estate, and bought quite a few war bonds or savings 
bonds, whatever you want to call them. 

Mr. Lucas. You have never bought any other type of investinent 
securities / 


Mr. Fuuuer. No, sir; not that I recall; no. 
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Mii Li CAS. I think that is all, Mr. Chairman. 

Mr. Horr. Mr. Miller. 

Mr. Granam. May I follow with a question ? 

Mr. Hour. Mr. Miller will question next. 

Mi Mua LER Mr. Bulle re | have beet listenin 0 in on this interroga 
tion. | have been impressed with the magnitude of your job. I 
understand that there are something lke nine or ten thousand claims 


per vear paid against this fund; is that right? 
Mr. Fuuper. Just a minute I have the exact figure here. So far 
this year we have paid 9,652 drafts that have been drawn on the 


nsurance company. 

Mr. Minter. Do vou work a 6-day week or a 5 day week ? 

Mr. Fuirer. Sometimes I work on Saturday, yes, sir, but the girls 
don't. , 

Mr. Miniter. But. in all probability, that will average more than 
230 claims a dav: would it not? 

Mr. Funuer. Well, I haven’t figured it out, sir. 

Mr. Mu LER. That isthe w ay { would div ile up. something like 50 
claims a day or more, You wi rk how many he urs a day 4 

Mr. Fuurer. Eight hours. IT actually work—sometimes I get to 
the office at 8 or De alo oO there, and then I work to 5 and sometimes 
6 o’clock. 

Mr. Mitier. You are the one who passes finally on every one of these 
claims? The girls do not make a final decision on the thing; do they ¢ 

Mr. Fuuurer. I sign the drafts The girls that we have in the office 
that take claims have beer tT! ined 1 Occide } tal Life Insurance Co.'s 
office, the oirls that pay the claim, that houre the claims, and they 
initial each one, who paid them, and they are held responsible. ] 
don’t check every claim, sir. T couldn’t possibly do it. 

Mr. Mir LER. That is what | was wonder ne. Is there any one per 
son W ho is responsible for making the fit al decision on the validity of 
anv claim ? 

Mr. Fuuuer. I have that responsibility in the event there is some 
question in regards to the claim, whether it should be paid or not, I 
make a final decision on it. Or if I ean’t do it. according to the manual, 
it is referred to the insurance company for their decision. 

Mr. Mitier. How do vou decide whether there is anv question 
unless you have gone into the matter ? 

Mr. Fuuier. I do go into the matter when there is something like 
that that comes up. 

Mr. Mrirurr. I have just been wondering how it is that vou can 
handle this amount of business in the time in which you must do it and 
handle it well. You feel that there is no possibility of some fraudulent 
claims or excessive claims getting by your desk ? 

Mr. Fuuuier. It is possible. sir, for us to make a few mistakes, which, 
naturally, we do, in the figuri g of the claims Sometimes there is 


an error made or something like that But, it is usually corrected. 
Say. for instance. a girl figures a claim wrong, and make a $10 mistake 
1n It. 


Mr. Murer. Those are easily caught? 

Mr. Futrer. That is right. Next time the member or his dependent 
sends in a claim and it is found that there has been a mistake made 
there, it is deducted from his next payment. As a matter of fact, we 
have requested the insurance company to come over and check the 
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claims, the eligibility department. ‘I hey cume over and made one 
thorough check and now we have requested them to come over again, 
They started on it over in the office, and then they requested that we 
send some claims over to their ollice. 

Mr. Minu r. You have no doubt heard the testimony here that, and 
I think I am correct in this, but if not, I can be corrected, it is costing 
in the neig rhborhood of tH) percent, LO cents out of a dollar, to admin 
ister these claims and pay the various commissions and charges. Do 


you ink that that is an exorbitant expense ¢ 

Mr. Fuuxer. I don’t believe, sir—I think you are mistaken on the 
amount that was stated. I believe it was 10 percent: wasn't it 

Mr. MILLER. As administration, yes. We w ill just leave ie then. 
We will confine it to the administration. Do you think that is a rea 


sonable cost ot administration, when you run into hundreds of 
thousands of doliars millions ot dollars ¢ A 10 percent expense of 
udministration, do you consider that reasonable ¢ 

Mr. Funier. I would say that the way it 1s set up ie the public 
relations to be carried out and the members to more or less take 
personal interest in it like the plan was originally pr out to do, 
and not just fo in there and have a cold blooded situation where no- 
body take no pe rsonal interest in the people ul all, IL believe that that 
is Within rea sOn, sIr. 

Mr. Mituer. That is all. 

Mr. Hour. Mr. Graham, go ahead with your question. 

Mr. Grauam. Your function there, and the function of the em- 
plovees of the welfare fund, is probably twofold: One is to collect the 
money from the contributing employers, is it not? That is, to collect 
it? 

Mr. Futter. We try to collect. 

Mr. Grauam. I mean, you are a receiver, at least, for the funds? 

Mr. Fuuuer. That is right. 

Mr. GRAHAM. And the second is to process claims, is it not ? 

Mr. Fuurer. That is right. 

Mr. Grauam. That isa function that would ordinarily or otherwis¢ 
be done by an insurance company, is that not true? 

Mr. Futter. On the payment of claims? 

Mr. Granam. Yes. I mean, if you have a policy with an insurance 
company for accident and health, and you suffer some injury, you send 
your bills and so on to substantiate the claims to the insurance com- 
pany, do you not ; 

Mr. Futter. Where you have an individual policy; yes, sir. 

Mr. Grauam. Yes. So, actually, this is a function that would 
otherwise be done by an imsurance company. Is that not correct? 

Mr. Fuiier. Well, if we didn’t pay them, the insurance company 
would have to pay them. 

Mr. Grauam. You are processing these claims, determining eligi- 
bility, and then writing the draft; is that not correct, to pay them? 

Mr. Futuer. That is right. 

Mr. GRAHAM. That is the function that would otherwise be done 
by an insurance company ? 

Mr. Futier. It would have to be done by the insurance company if 
we didn’t do it, sir. 

Mr. Granam. That is all. 
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Mr. Horr. Mr. Fuller, how much in salary are you paid as adminis 
trator of this fund ? 

Mr. Funuer. $157.25 a week. 

Mr. Graunam. Do vou get S50 a week additional to that ? 

Mr. Fuuier. Yes, sir. 

Mr. Hour. Give me your total compensation and expenses. What 
do you get S157 a week, was it / 

Mr. Futter. $157.25. 

Mr. Horr. Plus the $30 as trustee ¢ 

Mr. o LLER. No, I get $30 a week for miscellaneous expenses. 


Mr. :AHAM. That is not reportable as salary to income tax, In 
other oa 
Mr. Funxier. It is not reported as salary. That is to use any time 


you want to, and I spend well over $30 a week over in that office. 

Mr. Hour. Are you allowed any other expenses, like gasoline? 

Mr. Futter. No. I get 7 cents a mile for my car. 

Mr. Hour. Give me your total compensation, the 7 cents a mile, 
the $30, the $157, and what else ? 

Mr. Fuuuer. That is all. 

Mr. Hour. How many people work for you! 

Mr. Furtier. There are nine girls. 

Mr. Horr. What do they do? 

Mr. Futiter. They operate the welfare fund, 

Mr. Hour. What are their duties‘ Do they just sit in the office? 
Do they drive around with these 9,000 claims? You mentioned some 
help that used to be with Occidental. 

Mr. Fuiier. They ee check eligibility; they answer 
the phone; they write letters, they take dictation ; they meet the people 
when they come in , keep books 

Mr. Hour. They do not do any visiting in regard to these claims? 

Mr. Fuutuer. In regard to the claims: no. 

Mr. Hour. They do not check on them? The only way they would 
check would be calling a doctor's office and probably talking to the 
nurse in the office, and hospitals? 

Mr. Futier. That is right. 

Mr. Hour. You mentioned in your earlier testimony this morning 
that the company paid 98 percent of the claims, or approximately 98 
percent of the claims. 

Mr. Furier. I did not say that. I misinterpreted that question. 

Mr. Granam. He approves 98 percent of the claims. 

Mr. Hour. You approve 9S percent of the claims. 

Mr. Futxer. I pay all of them, but I would just give an estimate 
there-—— 

Mr. Horr. What is this figure of 98 percent ? 

Mr. Fuuier. I was asked, I believe, what percentage of the claims 
I could not pass on in regard to the manual that we had to operate 
off of, and I figured that at least 98 percent of them, or somewhere in 
that neighborhood, it might be 95 percent—I j ust used that figure. 

Mr. Horr. I understand. I was curious; it is not exactly relevant, 
but Iam curious about this. Your counsel said he is representing you 
personally. 

Mr. Furiter. That is right. 

Mr. Hott. You are paying him personally ? 
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Mr. FUL ER. That is right. I have never been down here to 9 com 
mittee like this, and I am not used to testifying. I thought I better 
havea lawver. 

Mr. Hovr. I am curious as to why the gentleman came from Wash 
ington, D.C 

You are from ( rlenwood, Calif.. I understat a. 

Mr. Fuuuer. That is right. 

Mr. Brerverry. I will be frank with you. Some of these men are in 
Q quite serious fight with their international organization. ‘There is 
litigation pe nding in Washington. It is pending in Washington 

Mr. Granam. Mr. Chairman, I think you can Just have him explaim 
why he hired him without having all of this detail. 

Mr. Berverry. This is part of the whole job. 

Mr. Grauam. Weare not interested in the affairs of the interna 
tional. 

Mr. Hour. I was interested, Mr. Fuller. How about in your own 
words explaining that. 

Mr. Fuuuer. I told you why I hired him. 

Mr. Hour. I did not understand. 

Mr. FULLER. Do you Wi ant to know why I didn’t vet a Ios An veles 
lawyer? Because I have the most confidence in this one. 

Mr. Lucas. I think this is irrelevant, but we rather put this counsel 
on the spot. 

Counsel, let me ask you a question. Briefly, will you tell the com 
mittee why you are in a Ange les? 

Mr. Berterry. Yes, sir: because I wasn't sure whether or not this 
would be a part, or es was brought out here might be a part, of the 
litigation in Washington that I am handling for these men, because 
that is the only place that we can get service of summons on the ce 
fendant. I was very curious, and I wanted to be sure—— 

Mr. Hotr. You do not represent the union / 

Mr. Berverry. No, sir. 

Mr. Hour. You just represent individuals? 

Mr. Berverry. I represent individuals. 

Mr. Lucas. I hope you have not believed that the committee was 
going to take advantage of your clie nt 

Mr. Berverry. I would h: oe at diffi ulty explaining Mr. Fuller's 
confidence. Iam glad he has it, but I don’t know why. 

Mr. Lucas. Iam sure it is well placed. 

Mr. Hour. The reason I wanted that clarified, is that I am curious 
about insurance brokers being 300 miles away and 200 miles away 
and also lawyers coming from Washington. There is nothing against 
the Washington lawyers. 1 am rather interested in this local here 
regarding these claims: it seems like they are paid rather speedily, 
Mr. Fuller, without much time. When an individual has an insurance 
policy, it is quite difficult, sometimes. He has to go through a lot 
of redtape. Why is that done so quickly in this case, like these 
nine-thousand-six-hundred-and-some-odd cases, I believe, you men 
tioned? ‘The insurance company does not go out to investigate them 
and you do not have time to see all of them yourselves. How ean 
you explain that? Are they simple cases like broken arms or some- 
thing easy in the trade or something ? 

Mr. Futier. Could I have that question again? 
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Mr. Hour. Yes. These nine thousand-six hundred and-some-odd 
claims seemed to be paid rather speedily, with routine paperwork and 
without too much investigation, at least on the part of the insurance 
company. As was brought out earlier, you seem to be doing part of 
their work. How do you explain that? How can they afford it 
actuarially, for instance ? 

Mr. Fuuuer. The insurance company ‘ 

Mr. Horr. Yes. How can they tel] they are justified claims, just 
looking at the papers / 

Mr. Futzer. I wouldn’t know, sir. They probably have years and 
years of experience in regard to that. 

Mr. Hour. Do vou have any idea how often the insurance company 
does send out people to ¢ heck, say, these 9,000 plus claims? How many 
of those wol ld have been investigated by the -insurance company 4 

Mr. Futuer. I wouldn’t have no idea. 

Mr. Hour. How many times do they ask you questions about. it? 
How many times do they demand further information from you 
in these 9,400 claims, before they pay them ? 

Mr. Fuurer. It is very seldom they ask us anything. We usually 
ask them. 

Mr. Hour. You do not understand it. You send them in a claim. 
Do you ask them something before you send a claim in or afterward 
or when ? 

Mr. Futter. If there is a claim in question 

Mr. Hour. That would be asking you a question, if there is a claim 
in question, right ? 

Mr. Fuser. No. 

Mr. Hour. All right, go ahead and explain it. 

Mr. Fuucer. If there is a claim in question, and our manual does 
not cover it, where we can go ahead and pay it, or it is a new type 
of surgery, or some new type of work being done by a doctor or some- 
thing like that, and they are not all covered in the schedule, or in the 
manual, they are referred to the insurance company for a decision, 
and they tell us what to pay and we pay it. 

Mr. Hour. How about an individual case? For instance, some- 
body hasan accident or something. Do you just send in that and they 
pay it with your say-so ? 

Mr. Futter. No. When it comes in, I pay it without their say-so 

Mr. Horr. You pay it without the insurance company say-so? 

Mr. Fuuier. That is right. We don’t check with them when claims 
come in. We have a schedule or manual to go by, that they give us, 
and the girls there have been trained in their office and they know 
what they are doing. 

Mr. Hour. You are really performing the function of an insur- 
ance company, then, in that particular claim payment ? 

Mr. Funurer. We are performing the duties of the sheet metal 
workers’ welfare fund of California, Arizona, and Nevada. That is 
all I can tell you, sir. 

Mr. Granam. How many girls have actually been hired, would you 
estimate, during the period of your being administrator? What has 
been the turnover? 

Mr. Fuuuer. I would have to check that, 

Mr. Granam. Could you give me that figure roughly $ 

Mr. Funzer. I couldn’t give you roughly. 
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Mr. Hour. How long have you been administrator, Mr. Fuller / 

Mr. Futier. Since January of 1953. 

Mr. Horr. That is over a year. And you have nine employees? 

Mr. Fuuiter. That is right. 

Mr. Horr. How often have they changed ¢ 

Mr. Futter. Sometimes a girl will leave for a better job. Some 
times she gets tired of working and vets married, Sometimes she just 
wants to leave, or falls in love. 

Mr. Hour. You mentioned some people with eXperlence from wsulr- 
ance companies. ‘They must stay there quite awlule if they leave an 
insurance company job to come with you, 

Mr. Fuuier. That is right. They are still there. 

Mr. Hour. There is not much of a turnover ? 

Mr. Fuuuer. It is not too bad, I wouldn't say, OH an average, | 
would say It is as good as any othice ] know of, with that many 
working in it. 

Mr. GRAH AM. Are any of the employees you have relatives of mem- 
bers of the union / 

Mr. Fuuuer. Yes. 

Mr. Granam. Would you name them for the committee, please, and 
the relationship / 

Mr. Fuuuer. Well, we have Evelyn Hansen. She is the wife of a 
member. 

Mr. Grauam. Does he hold an office or did he hold an office ¢ 

Mr. Fuutuer. He did hold an office at one time. 

Mr. Granam. What was it? 

Mr. Futier. He was a business agent for local 548. 

Mr. Granam. Who else do you have? 

Mr. Fuuuer. And we have Jane Fitzgerald. She is a sister. of 
Thomas B. Hanley. 

Mr. Hour. She is still with you? 

Mr. Fuuuer. Yes. 

Mr. Hour. Who else? 

Mr. Functer. I have Nichols’ daughter working there, but she is 
leaving there. 

Mr. Hotr. Who is Nichols? 

Mr. Futter. He used to be the business manager of local 108. 

Mr. Grauam. Also a trustee ? 

Mr. Fuuuer. Yes. 

Mr. Grauam. Who else? 

Mr. Futter. We have Alice Campbell, who is the daughter of Jane. 

Mr. Granam. Of whom? 

Mr. Fuuver. Jane Fitzgerald. 

Mr. Grauam. Whose husband does what ? 

Mr. Bervrrry. Whose brother is Thomas Hanley. 

Mr. Futter. No, her husband is not a member of the union. 

Mr. Granam. She is related through marriage to Mr. Hanley ? 
Is she a sister? 

Mr. Futuer. She is his sister’s daughter. 

Mr. Hour. Who else, Mr. Fuller ? 

Mr. Futter. That is all we have there. 

Mr. GranaAm. How many did you name? 

Mr. Futter. Four, I believe. 


girls 
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Mr. Granam. Then the other 5 are not—you have 9, is that correct / 

Mr. Fuuier. Yes. 

Mr. GranAm. The other five are not related to anyone in the union ? 

Mr. Funzer. I wouldn't say that, because we have a lot of union 
people. They could be. 

Mr. Granam. I meant any that you know of. 

Mr. Futier. Not that I know of. The way I hire these girls, when 
I do, if somebody leaves or gets married or something like that, and 
leaves, I call the local union, the office workers’ union, and if they can’t 
supply anyone, then I look around for somebody that I can employ. 

Mr. Grauam. Are any of those you named former employees of the 
Occidental Insurance Co. ? 

Mr. Fuuier. Any of the four? 

Mr. 'Granam. Yes, sir. 

Mr. Futzer. I wouldn't know if they ever worked there or not. 

Mr. Granam. Well, you said you had people that were trained by 
Occidental. 

Mr. Funzier. Our claims adjusters; yes, sir. 

Mr. Granam. Were they included in the ones you were talking of ? 

Mr. Fuuzer. No. 

Mr. Hour. Mr. Lucas? 

Mr. Lucas. It kind of puts you on the spot, does it not, having all 
these kinfolks of union members? Do you have any management 
trustees’ relatives working for you? 

Mr. Futuer. Could be. 

Mr. Lucas. That would put you on a spot, would it not? 

Mr. Futier. No; they do their job. If they don’t they wouldn't be 
there long, I assure you of that. 

Mr. Hour. Do you have any relatives of management trustees work- 
ing for you? 

Mr. Futter. I don’t know. It doesn’t make any difference to me 
who they are kin to, if they do their job. 

Mr. Hour. I did not ask for your opinion; I asked if you had any. 

Mr. Futuer. I don’t know, sir. They could be, but I don’t know 
whether they are or whether they are not. I don’t ask them who they 
are kin to, or what color they are, when I employ them. 

Mr. Granam. Do you have any choice in it? 

Mr. Furuer. No. 

Mr. Granam. That is what I thought. 

Mr. Horr. You do not hire the people, Mr. Fuller ? 

Mr. Futxer. Certainly I hire the people. I didn’t understand the 
question. 

Mr. Granam. Iam sorry. Do you have a choice in who you hire? 

Mr. Fuiuer. I certainly do. I have the final say-so. 

Mr. Granam. Thank you. 

Mr. Lucas. One further question I failed to ask a while ago is this: 
What percentage of the claims brought to your office are returned or 
refused to be paid ? 

Mr. Futter. What percentage / 

Mr. Lucas. That, sir, is a hard question to ask. Let me go at it 
unother way. Do you refuse to pay claims that are made? 

Mr. Futter. We certainly do if they are not legitimate. You know, 
if they are not eligible we turn them down. 
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Mr. Lucas. Well, is that the only cause for which you would refuse 
to make a payment of a claim, eligibility ¢ 

Mr. Futter. No. They have to be filled out properly. There could 
be several reasons why we wouldn't pay a claim. 

Mr. Lucas. Give us some of the reasons. What reasons would you 
list ¢ 

Mr. Funuter. Well, I would say eligibility is the majority of them. 

Mr. Lucas. sp at means that the hian who had not worked the requi- 
site number of hours or who was not a member of the union long 
enough or his e Ban 08 r was not making the payments. Is that what 
you mean by eligibility ? 

Mr. Futter. A member will not lose his benefit on account of a de 
linquent employer. 

Mr. Lucas. Let us not go into eligibilities, I am not particularly in 
terested in that right now. For what other reasons would you refuse 
tomake payment of a claim ? 

Mr. Futter. Say, for instance, a chiropractor, if they go to a chiro 
practor, we don’t pay on chiropractors, only physicians and surgeons. 

Mr. Lucas. What else ? 

Mr. Futver. If they don’t have in the correct number of hours. 

Mr.GraHam. You pay on osteopaths, do you not ¢ 

Mr. Fuuuer. Yes. 

Mr. Lucas. You are going back to eligibility. The only reason you 
have given us besides lack of eligibility is that the claimant went to 
achiropractor. Give me another reason. 

Let me help you. Obviously, in handling so many claims, there are 
some of them that come across your desk that look fraudulent to you 
on their face. If a man was saying that he was in bed for 3 months, 
you would say, “Well, that just can’t be true.” What I am leading 
up to is when you see one of these cases that you believe is wrong 
or improper or perhaps they have even made an error in filling it 
out, what do you do about it, Mr. Fuller? You turn it down, yes, but 
do you send it back to the doctor ? 

Mr. Fuuuer. I don’t turn it down. 

Mr. Lucas. You do not turn down fraudulent claims ? 

Mr. Fuuier. Wait. I don’t turn it down then until there is an 
investigation made on it. Whether it is legitimate or not, the girl that 
makes out the claim, she catches the claim right there when they make 
them out. Then they bring them to me and we sit down and discuss it 
and see how to approach the problem if we see something wrong 
with it. 

Mr. Lucas. Have you run into any fraudulent claims? 

Mr. Fuuier. No, not where actu: ally you could say that anyone has 
tried to. 

Mr. Lucas. Have you refused any claims on the ground that they 
were excessive / 

Mr. Fuuier. Well, we have no choice in regard to the matter as far 
as excessive. If it is excessive as far as being above what is payable 
under the plan, the member has to pay it himself. 

Mr. Lucas. Let us say a man claimed to have been in bed for a 
month on account of a broken arm. The plan would not say in the case 
of a broken arm he could not stay in bed that long, but commonsense 
would tell you that if he did he was malingering. What do you do 
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about cases like that? That is just an illustration. What if a man 
came in and made a claim for a nosebleed ? 

Mr. Funirr. In regards to the man with his arm broken you were 
just talking about, we would call up the hospital] and doctor and find 
out just what transpired there and probably, if necessary, if it was 
as bad as you say, staying in bed 30 days, I don’t think we have ever 
had one like that, to be honest with you. 

Mr. Lucas. That is just an illustration. 

Mr. Furrer. I think I would hold up the claim until a thorough 
investigation was made. But if they wanted to force us to pay it, we 
would have to pay it. 

Mr. Lucas. How could they force you to pay it ? 

Mr. 1 LLER. Bec: ause the polie Vy Says So. 

Mr. Lucas. What would they do under the policy to force you to 
pay it? 

Mr. Fuuuer. The \ would demand that we pay the claim. 

Mr. Lucas. How would the y demand it ? 

Mr. Furrer. They would say, “That is it, pay it.” when the conver 
sation ended. 

Mr. Lucas. Would they threaten to bring suit or h: ave an attorney 
get in touch with you’ Can you be sued for payment of the se claims ? 

Mr. Futter. When it vets like m9 it, we shoot them over to Occidental 
nicht quick and let them handle 

Mr. Lucas. In other words, fea your policy call for suit? Does it 
make you liable at law for refusal to pay? 

Mr. Funper. [ff it is not paid in accordance with the policy, IT would 
say yes. 

Mr. Lucas. You, as administrator, are liable, and an action can 
be brought against you in court ? 

Mr. Fuuuer. No. the Occidental Insurance Co. isthe underwriter. 

Mr. Lucas. Mr. Fuller, I think what I have developed here, and I 
do not mean to speak in a derogatory manner on your functions, but 
about all you are is a man through whom these claims are forwarded 
over to the insurance company, and you do no more than to check the 
eligibility. 

Mr. Futier. No. 

Mr. Lucas. You have not told me about a case since you returned. 

Mr. Fuiier. Sir, do you have a COPY of our plan? 

Mr. Lucas. No, I am completely in the dark about this entire thing. 
I am trving to find out what the administrator does. You have the 
title of administrator but you do not handle the money. All you do is 
handle the claims. 

Mr. Furier. I guess some of my answers were rather silly, but we 
have a schedule th: at we go by that we are obligated to pay, if they are 
legitim: ite claims. Here is the older one. 

Mr. Bervuerry. Here is the preceding one. You might as well have 
them both, because the benefits were increased. 

(Documents handed to committee. ) 

Mr. Lucas. Mr. Chairman, I ask leave to take a few minutes to read 
this, so I yield back. 

Mr. Horr. Mr. Fuller, have you ever had your expenses paid to a 
convention out of the fund 7 

Mr. Fuuier. Yes. 

Mr. Hour. To where? 
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Mr. Futter. To the Tri-State Council Conventions on probably 2 or 
>} different occasions. 

Mr. Hour. How many occasions ? 

Mr. iy LLER. | wouldn't know exactly. They have one every 6 
months and I think that I have been to all ot the mm, I believe I have, 
since I have been administrator. 

Mr. Hott. What conventions are those ? 

Mr. It LLER, They are meetings ot all the local unions in the Tri 
State Council, California, Arizona, and Nevada. 

Mr. Hott. You go there in what capacity ¢ 

Mr. Fuuuer. I go there as administrator of the welfare fund, to 
discuss problems with the different representatives and things from 
the different areas in regard to their problems. Sometimes it saves me 
going to their local unions and making reports. If a local union 
requests me or if a contractor requests me to come to the meeting, in 
writing, I go. 

Mr. Horr. You get your expenses paid for that 4 

Mr. Futuer. That is right. 

Mr. Hour. Does it occur often ? 

Mr. Fuuurr. No. 

Mr. Hoir. How many such trips have you made at the request of a 
contractor ¢ 

Mr. Fuuzier. I haven't made any trips in regard to a request from 
a contractor. The ones I have made have been from the union. 

Mr. Hour. You mentioned collections a while ago. What happens 
to this where you say some of the e mployers do not pay their share or 
do not make thei Ir payme nts ¢ You said you have difficulty in collee- 
tions, sometimes, and while it is not your business there is difficulty. 

Mr. Fuuuer. I didn’t say it wasn’t my business, sir. 

Mr. Hour. Clarify that for me, will you, in your own words ¢ 

Mr. Futter. We have the system set up in our office where every 
report that comes in is checked by the hours and totaled in the amount 
to see if 1t comes out correctly in the amount the check is made out. 
We have between eight and nine hundred contractors that are par 
ticipating in the welfare fund. That, within itself, is quite a problem, 
to correct all of these. We have quite a few of them where their 
bookkeeper made mistakes and our girls have to find them in our book 
keeping department. 

Mr. Hour. You stated you determine the eligibility ¢ 

Mr. Fuuuer. Yes. 

Mr. Hout. Do you get a list from the unions 2 

Mr. Funuer. Yes. 

Mr. Hott. Do you have a package plan and also a life plan separate ? 

Mr. Fuuturr. They are packaged together. 

Mr. Hour. Yesterday, we had a separate one. 

Mr. Fuuuer. No: these are together. 

Mr. Hoxir. And what are the requirements for someone to be eligible, 
again, for this package plan? Is it located here in the book on a 
particular page ¢ 

Mr. Futier. The first page, I believe. 

Mr. Lweas. I have just one statement to make, Mr. Fuller, and I 
believe it is cng of a previous statement. Your title as ad- 
ministrator means, sir, that you handle all claims primarily to deter 
mine eligibil ty of the beneficiary for the insurance company. ‘That 


814 HA :% 10 








140 WELFARE AND PENSION FUNDS IN LOS ANGELES AREA 


is, I think, about the sum and substance of your duties as adminis- 
trator. Isthat not right ? 

Mr. Funier. No; it is not right. 

Mr. Lucas. Well, you told me that you have not refused to pay 
claims, that your principal duty, as you have described it, is to check 
and see if the claims are properly presented, and to determine the 
eligibility of the claimant. And then you make the draft on the 
insurance company. What else do you do? 

Mr. Fuuuer. I sign the drafts. The girls type up the drafts. 

Mr. Lucas. What else do you do? 

Mr. Futter. Well, sir-—— 

Mr. Lucas. I am not meaning to belittle you, Mr. Administrator. 
I just want to know precisely what you do. 

Mr. Futter. As I explained originally, I am in complete charge of 
the administration of the welfare fund. 

Mr. Lucas. If I may interrupt right there, you are not, because 
you do not have anything to do with the management of the fund. 
Go right ahead. 

Mr. Berverry. I am trying to be helpful. 

Mr. Lucas. I am, too. 

Mr. Fuuurr. Well, we have, in regard to collections from employ- 
ers, delinquent emp eed rs—I do everything that I possibly can in 
regard to getting that in without them having any trouble with the 
unions first, before it is turned over to the unions, which is quite a 
problem sometimes within itself. 

Mr. Lucas. That is public relations. 

Mr. Furver. That is right. And I talk to the different members 
that come in that have problems. Some of them won't talk to the 
girls; they have to come in and talk to me. T always sit down. I 
have never refused one yet, to sit down and discuss his problems with 
him or his family. I organize doctors into a program so that they 
will take care of our members for the schedule without charging any 
additional benefits. I don’t check all of the eligibility that comes in. 
There is a girl I have in charge there in that department. Anytime 
that a draft comes across my desk that is a little out of the ordinary, 
we have a place on them for the type, whether it is a doctor's call 
or surgery or hospital charges, all on these drafts. IT usually check all 
of those and if I see something out of line on it I go get the claim 
out or call the girl in and get her to get it out and we go over it. 

For instance, I mean by that, if our doctor calls up and is paid in 
round figures, if I see something in the column where they paid for 
hospital services and if the girl has made a mistake in typing it up and 
put it for $11.20, or something like that, and has it under doctor’s 
calls, I want to know why it is there. It is different things like that. 

I go out and visit the members in the different shops sometimes, 
I go ont and visit the shops on occasions in regards to getting in their 
welfare, when I can’t get anywhere with them over the phone. I go 
out and visit the people in the hospitals at different times, and visit 
them in their homes sometimes in regard to that, in the evenings. 

Mr. Hotr. Have you finished, Mr. Fuller? 

Mr. Futrer. There are quite a few other things that I do in the 
administration of the fund. 

Mr. Hor. Would you care to mention some more, Mr. Fuller ? 
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Mr. Futter. Not necessarily, unless you want me to. It is a pretty 
b usy job. 

Mr. Lucas. If you do all of those things, you are busy as you can 
be. Who hired you, Mr. Fuller ? 

Mr. Futter. Who hired me? 

Mr. Lucas. Yes, sir. 

Mr. Fuiier. Do you want me to start from the start how the thing 
developed ¢ 

Mr. Lucas. No. But, who can fire you if they decide to, or if he 
decides to ? 

Mr. Fuurer. The joint board of trustees can fire me. 

Mr. Lucas. Then, I would assume that the joint board of trustees 
hired you. 

Mr. Futter. That isright. ' 

Mr. Lucas. Who did you make your application to? 

Mr. Fuuier. That is right. I made it to them. They elected me. 
They didn’t hire me. They elected me as administrator. 

Mr. Lucas. Did you make a written application for this job? 

Mr. Futuer. No. 

Mr. Lucas. To whom did you speak about getting the job ¢ 

Mr. Fuuver. Mr. Fred Me¢ ‘aaron resigned and there was a va- 
cancy for an administrator. At that particular time, there was close 
to 400 delinquent shops, some of them back as far as a year. There 
were three or four hundred claims that were laying piled up there 
that had not been paid. The members were getting very upset over 
the situation. This is no reflection on Fred because he was sick at 
the time and he couldn’t take care of it like he should have. So the 
union trustees felt they should have someone in there that had had 
experience as a business representative, that would have enough in- 
fluence on these employers to get them to get their money in so we 
could pay off these delinquent claims and get these people squared 
away. It was getting to be quite a problem. ‘There hadn't been any 
polici ies issued in about 9 months when I over over there. They just 
hadn't gotten around to it. When I went in, I started to work on this 
situation. I can check the records there. I think you will probably 
tind the results that we got. It has worked out very good. 

Mr. Lucas. You have not told me yet who you made your applica- 
tion to, Mr. Fuller. 

Mr. Futter. The union trustees called a meeting in regard to 
selecting a trustee, I mean an administrator, for the welfare fund. If 
I recall right there were three people nominated for the job. I was 
nominated. What they were going to do was select someone and then 
go in and present him to the joint board of trustees as soon as they 
could get a meeting. 

Mr. Hoxir. Were you a trustee at that time? Were you a trustee 
before you were administrator ¢ 

Mr. Fuiier. Yes. 

Mr. Horr. In other words, you made an application to yourself ? 

Mr. Futier. No; I was nominated in the meeting. 

Mr. Horr. Were you a trustee at the time you applied for the job 
of administrator? 

Mr. Funver. Yes, and the other two nominated were also trustees. 
But the union members were told that any of them that wanted to put 
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in applications could. I don’t believe anyone did but the three. My 
self, Chuck Artman, and Carl] Rios. 

Mr. Hoxvr. Who did you hand your application to? 

Mr. Fuuier. I didn’t hand in any application. I was nominated. 
Say we were sitting here and I wanted you to be an administrator, and 
we would select. somebody, and I would select vou. You had to be 
nominated. Then I was elected there by the union trustees, and then 
it was agreed by the joint chairmen that I would act temporary until 
they had a meeting and elected someone, which happened. 

Mr. Horr. Mr. Fuller, I am not clear on that yet. The union trus- 
tees got together and decided there should be somebody to replace the 
man who was ill # 

Mr. Funier. They had to replace him. 

Mr. Horr. They had to replace him? 

Mr. Furuer. Yes. 

Mr. Horr. You were one of the union trustees and so were the othe 
two men nominated ? 

Mr. Futuer. That is right. 

Mr. Hour. How many of you were there ? 

Mr. Funier. I don’t recall how many there were. I believe there 
ire 14 trustees. 

Mr. Hour. Did all 14 meet ? 

Mr. Futzer. I don’t know whether they were all there or not. 

Mr. Horr. Approximately how many were there? 

Mr. Funver. I believe there were about 12, 11 or 12. 

Mr. McC apne. May I question 4 

Mr. Hour. Yes. 

Mr. McCase. Mr. Fuller, at this meeting of the 12, approximately, 
was anybody other than a trustee present ? 

Mr. Funier. I don’t recall, sir, whether there was or not. 

Mr. McCasr. You do not recall if there were any outsiders at that 
meeting ? 

Mr. Furuer. No, sir, I don’t. 

Mr. Horr. Was any representative of the union there—it was the 
union trustees gettine together—that was not a trustee ? 

Mr. i ULLER. I don’t rec val. sir, There could be, but I don’t re 
member. 

Mr. Hour. Then that group of 12 or so, approximately, nominated 
you ¢ 

Mr. Futter. They recommended me. 

Mr. Horr. Recommended you? 

Mr. Furzer. To the joint board. 

Mr. Horr. Then a joint board meeting was held. How many 
showed up at that? ; 

Mr. Fuuier. There was 22, T believe. There was 22 that voted on it. 
I believe is correct. 

Mr. Horr. How many management and how many union people ? 

Mr. Fourier. That would be 11 of e ach, and I didn't vote in that, 
and I didn’t vote in my own selection. 

Mr. Horr. You were elected unanimously ? 

Mr. Fuuuer. No. 

Mr. Hour. What was the vote ? 

Mr. Fy LLER. ] received 14 votes and 5 against, I believe. 
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Mr. Hour. We were discussing reserve funds awhile ago, Mr. Fuller. 
and you made your statements as to what you thought you should 
recommend in the role of the administrator. It is my understanding 
that there is about $500.000 in reserve at this time, S400.000 


\ 


various accounts - 


Mr. Funter. No; about $400,000 we have in our reserve, | believe. 
Mr. Hour. Have you made a recommendation as to what sh 
done with this amount of money for the benefit of the policyholders / 


Mr. Ft LLER. Well. we took some action In regards to that. If you 
will notice when you go through this— 

Mr. Hour. You ean tell me. I have not had time to read it. 

Mr. iy LLER. We increased the benefits the first of the year, ‘| he 
premium was originally $10 a month and we increased the benefits 
te $12.24 a month, raising the hospital room and board from 310 to 
Sl4 a day. 

Mr. Hour. That accounted for how much of the $400,000, approxi 
mately 4 

Mr. Fuuver. I wouldn’t sav it accounted for any of the S400,000, 





because we are not fone into the hole now. 

Mr. Hour. As administrator, vou have this reserve. What do you 
plan to do with this reserve / 

Mr. Funurer. You have to have a reserve. When the people are 
unemployed, you can increase that to 3 months, which L would like to 
see cone myself, increase it to 3 months instead of the 45 days we 
are giving them. 

Mr. Hour. That is under eligibility. You are talking about that / 

Mr. Fuuzier. That is right. 

Mr. Horr. You have told me awhile ago that eligibility was on 
page 1. I do not see it there. Would you care to tell me what the 
eligibility requirements are? Is it on page 14? 

Mr. Futuer. I had the wrong book. I can read it. Yes. 

Mr. Hour. What is this temporary lawoft and leave of absence ? I 
see, it is 45 days now and you want to extend it to 3 months, right / 

Mr. Fuuuer. Yes. 

Mr. Hour. Mr. Derrickson, I believe you had a question, 

Thank you, Mr. Fuller. 

Mr. Derrickson. Mr. Fuller, did you at one time have in your em- 
ploy at the welfare fund, an employee Emile Birch Snyder? Do you 
recall her ? 

Mr. Futter. Yes. 

Mr. Derrickson. While she was employed by the fund, was she 
assigned to work in one of the union offices at any time é 

Mr. Fuuier. She was sent over to local 371 to type up cards in 
regards to the members that were coming in from the refrigeration 
industry. 

Mr. Derrickson. Did that have anything to do with the welfare 
funds? 

Mr. Futier. It certainly did, because the people down there wanted 
their policies out immediately. I had promised them to them in a 
meeting. I had to get them to them, and that is the only way I could 
vet them out. There is some question brought up in regards to that. 

Mr. Derrickson. Do you do that service for other locals? 

Mr. Futuer. I don’t know whether it is a service or not, but I 
wouldn’t have hesitated to do it in 106 or anywhere else, where there 
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are that many people involved, and they were coming into the plan 

and coming in happy with good relations. It was either ws siting for 
them to get it out, which would take them a couple of months to do, 
or whether I send a girl to do it. 

Mr. Derrickson. Do you assign girls at any time to do work in loca] 
union offices ¢ 

Mr. Funier. No, that is the only time it happened that I know of. 
But she is not the only one that worked over there. There were several 
girls that worked over there at different times, helping to get that 
stuff out. 

Mr. Derrickson. I have no further questions. 

Mr. Ho ur. Mr. Miller? 

Mr. Fuutzter. And I would like to state—excuse me. 

Mr. Miuier. Mr. Fuller, I think you stated previously that if your 
reserve should increase to where it became greater than was necessary 
under the present conditions, burdensome to you, perhaps, that you 
would be Ih favor of increasing the benefits to take eare ot the reserve, 
something to that effect ? 

Mr. Fuuuer. Yes, sir. 

Mr. Mitier. In other words, you think the benefits are now in 
adequate ? 

Mr. Fuuuer. I think we have the best plan in southern California 
now, sir, but I believe it can always be improved upon. 

Mr. Mirier. It never did occur to you that with the rather large 
administrative expense and a very adequate reserve, instead of in- 
( reasing the cost to those who contributed, the employer, you might 
reduce the cost ? 

Mr. Fuuier. Do you mean through the operating expense, by reduc- 
ing the operating expense increase the benefits? 

Mr. Miuuer. No, that is not what I had in mind. 

I thought from a business standpoint you might consider a lighter 
payment on the part of the employers. And you might say, “You are 
paying more into this fund that we have need of. We can reduce the 
cost of ourexpense. We can reduce the charge to you, and we can still 
get along and have a very good program.” 

It never occurred to you to do anything of that kind? 

I am looking at it, Mr. Fuller, from the standpoint of the public, 
because I think there are three segments of our society involved in 
this: the union, labor, the employer, and the general public, and I 
think that the general public, including unions, pay all the bills. I am 
just wondering whether this is not levying a pretty heavy tax upon 
the public. Had you ever considered it from that angle at all? 

Mr. Fuuier. Well, sir, there has to be a limit to the amount of 
benefits that anyone is entitled to as far as that part is concerned, but 
our people, primarily, are very well satisfied with the benefits they are 
vetting now. It is more or less balancing out. Natur: ally, you know 
how I am a labor representative, and I work, and I have been a repre- 
sentative of the union for several years here, and I have been a union 
member for approximately 15 years. Naturally, I think whenever we 
can get a raise, get some additional benefits, we are going to try to get 
them. 

Mr. Mitier. Even though you are satisfied as it is, if you can get 
something in addition, you are going to get it? 
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Mr. Futier. That is exactly right, but I don’t blame the employers 
for try ing to cut it down, if they can. 

Mr. Minter. And you would not blame the public too much for 
kind of looking into it and seeing that there is not some kind of collu 
sion that is making the general public pay all the bills. You would 
not object to that, either: would you ¢ 

Mr. Futter. No, sir; I certainly wouldn't, and I think you should 
investigate welfare funds where there are some questions that have 
come up in regard to it. 

Mr. Miuuer. That is just exactly what this committee is trying to do. 
We are just try ing to find out. 

Mr. Fuuver. I think you are on the right track. 

Mr. MILLER. | do hot mind telling you as far as | am concerned, | 
never belonged to any union. I have been a farmer all mi life, and | 
worked hard all my life. There are very few men living that have 
done more physical work than I have. You have my sympathy and 
my feeling for the laboring man. But just the same, there is a point 
beyond which the American people cannot go. The laboring men 
have accumulated power. It has been demonstrated here, it has been 
shown conclusively that the representatives on your board of trustees, 
the labor representatives, can, while they are of equal number, abso 
lutely dominate, because there is some external influence that is thrown 
in on their side. 

We Members of Congress have to take those things into considera 
tion. We can solve these problems a lot better if the laboring man 
will, along with management, realize that they are just a part of the 
general public and not the majority part. If we can have that atti 
tude toward each other, toward the public » we men, when we try to 


solve this problem, can do a better job. 

That is all I have to say. 

Mr. Fuuuer. Yes, sir. I would say that any investi 
that I know of, like this, for instance, is going to do good in regard 
to welfare funds, whether you take any action or not. As far as our 
fund is concerned, I think it is perfectly clean. I have no fear, and 
ly conscience Is clear and everything, as far as that part l concerned, 
But 1 think it will make some of them wake up and know they are 


going to have to do something in regard to cleaning up their welfare 


ating body 


or 


= ‘e 
funds, if there are some wrongs. I don’t know of any wrong. All I 
know is what comes out in the newspapers. And the publicity from 
it will be beneficial, I think. 

Mr. Hour. If there are no further questions, thank you. 

Mr. Bervrrry. Can he be excused ¢ 

Mr. Hot ¥ Ile \\ il] be « x< used, 

The committee will recess for 5 minutes. 

(Brief recess. ) 

The CratrmMan. The committee will come to order. 

Call your next witness. 

Mr. Derrickson. Mr. Neil Gagnon. 

The Cramman. Raise your right hand. Do you solemnly swear 
to tell the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr. GAGNON. I do. 
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TESTIMONY OF NEIL J. GAGNON, SHERMAN OAKS, CALIF. 


Mr. Derrickson. Mr. Gagnon, will you give your full name for the 
record, please ¢ 
Mr. G AGNON, Neil James Ggagnon. 

Mr. Derrickson. And vour address ? 

Mr. Gagnon, 44521 » Woodman Avenue, Sherman Oaks. 

Mr. Derrickson. You are here in answer to a subpena ? 

Mr. GaGnon. Yes, sir. 

Mr. Derrickson. Mr. ¢ ragnon, Vou served as an employee trustee of 
this fu cd for a period of time. Would you tell us approximately how 
long and when you served as trustee / 

Mr. (FAGN N. | Was elected, | helieve, during the months of March 
1951, and served until, I believe, January or February of 1952. 

Mr. Derrickson. When you were a trustee, did you obtain any 
proposals from other insurance companies that you wanted the joint 
board of trustees to consider 7 

Mr. Gagnon. Yes, sir; I did. 

Mr. Derrickson. What information and what proposals did you 
get from other 1 surance companies, specifically, the Pacific Mutual 
Insurance Co, ¢ 

Mr. Gagnon. If I may state, Carlos Rios, a fellow trustee, and 
my elf were appointed as a committee of two to investigate the pos 
sib lities of se uring lower rates on identical coverage ot insurance, 
I solicited bids from all of your major companies, and finally found 
that the Pacific Mutual offered identical coverage at 6 percent less 
In premium, or in retention, rather. 

Mr. 1) RRICKSON. What was their retention rate that they proposed, 
nine ‘ 
Mr. GAGNON. They offered a rate of 9 percent. 

Mr. Derrickson. Whereas the rate of retention at Occidental, 
which was the carrier at that time, was 15? 

Mr. Gacnon. That is correct. 

Mr. Derrickson. Did the Occidental Insurance Co. offer any addi- 
tional proposal at that same time? 

Mr. Gagnon. At the time that the proposal was submitted to the 
joint board of trustees the various insurance companies that had 
submitted proposals were called in, among them Occidental. At that 
time ( lecidental offered az percent less fee if the policy were renewed 
for the ensuing year, and if we were to handle our own claims. They 
offered us a 3} percent additional reduction in retention. 

Mr. Derrickson. Was either of those proposals accepted by the 
trustees 4 

Mr. Gagnon. No, sir; they were not. 

Mr. Derrickson. Do you have with you, in answer to our subpena, 
a letter which was sent to you from several other employee-trustees 
stating their position with respect to these proposals? 

Mr. Gagnon. Yes, sir: I do have. 

Mr. Derrickson. Would you mind reading that for the committee, 
please / 

Mr. Gagnon. Incidentally, this letter was written at an employee- 
trustee meeting. It is dated March 10, 1952, and it is addressed to 
the welfare fund of local LOS, Sheetmetal Workers Welfare Fund of 
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Southern California, Attention: Union Representatives on Board 
of Trustees of the Welfare Fund. It reads as follows: 
GENTLEMEN; As we know, Brother Gagnon was appointed a committee to 


do research and make findings into the possibility of obtaining the same identical 
coverage that we now have under the Occidental Life Insurance Co., with the 


Same or another insurance company a ess cost than presently, that is, in 
retention fee and premium, or retention fee or premium cost. I heard Brother 
Gagnon report upon his findings and I heard him read the proposals obtained 


from three companies ; namely, Occidental, Pacific Mutual, and the Blue Shield 
The proposal offered by Pacific Mutual appears to be the better of the three 
proposals submitted, and at considerable saving to the welfare fund. 

Buster stated he has the insurance commissioner’s statement that Pacifie 
Mutual is a sound company today. My confidence in Brother Gagnon’s sincerity 
and integrity prompts me to state that I am in favor of changing to Pacifie 
Mutual underwriting our welfare fund insurance, and whatever the majority 
of the union local representatives on this trusteeship deenis fit to do about thi 
matter, I shall go along with such majority opinion and decision 

However, I am in favor of the saving to the welfare fund that will be effected 
by changing to Pacific Mutual’s terms for the same identical coverage and for 
the same method of administration and processing and payment of claims as 
now exists under the Occidental Life Insurance Co. underwriting of this policy 
coverarce 

l'raternally, 
CARLOS R1I0s, 
Local 108 Trustee of the Welfare Fund 

It further bears the sionature of Adolph Singerman, as trustee, 
George William Bakke, and myself, Gagnon. 

Mr. Derrickson, That is four employee trustees / 

Mr. GaGnon. Yes, sir. 

Mr. Derrickson. At that time, how many employee trustees were 
on the board ¢ 

Mr. GAGNON. SIx. 

Mr. Di RRICKSON, What h \} pened as a result ot the meeting where 
this was discussed ¢ 

Mr. Gacnon. No action was taken, other than this. 

Mr. Derrickson. No change was ever made 4 

Mr. GAAGNON. No. Sil. 

Mr. Derrickson. Was there a vote as to whether or not to accept 
the proposal of any of these other companies ¢ 

Mr. GaGnon. At the employee trustee meeting there was a vote 
taken. ‘The vote was a major by of 4 to2 to accept the Pacific Mutual 
coverage and terms. 

Mr. Derr KSON, Was the matter col idered by the joint be urd 
afterward 4 

Mr. Gacnon. The matter was submitted to the Jom board, and 
the employer-trustees stated that until a unanimous decision Was 
reached by the employee trustees, ho change would be made. 

Mr. DERRICKSON. SO there was no vote on it? That was settled DY 
a statement of one of the employer-trustees ¢ 

Mr. Gacnon. At a joint trustee meeting. 

Mr. Derrickson. Who was the employer-trustee who made that 
statement on behalf of the employer trustees ¢ 

Mr. Gagnon. Leo Epstein. 

Mr. Derrickson. Do vou know whether or not that was his decision 
or the decision of the employer trustees after their meeting / 

Mr. GAGNON. It was a decision as expressed at that meeting that 
the decision they had rendered was the unanimous decision of the 
employers, that they would not— 
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Mr. Derrickson. Make any change until all of the employee trustees 
could agree on one thing / 

Mr. GaGcnon. That is right. And they further stated that they 
were taking the position that they were held respons ible only for the 
accountability of the funds and they didn’t care to partic ipate unless 
ve had a—— 

Mr. Derrickson. They indicated no interest in the rates and 
whether or not there would be a saving for the fund itself? 

Mr. Gacnon. That is correct. 

Mr. Derrickson. Mr. Chairman, at this time, I would like to ask 
Mr. Belli Ino, our special investigator, who has made a study of this, 
to tell the committee what the effect might have been had the Pacific 
Mutual proposal been acce pte «dat that time. 

The Cnatrman. Mr. Bellino? 

Raise your right hand. Do you solemnly swear to tell the truth, the 
whole truth and nothing but the truth, so help you God ¢ 
Mr. Betxirno. I do. 


TESTIMONY OF CARMINE S. BELLINO, CPA., WASHINGTON, D. C., 
COMMITTEE STAFF MEMBER 


The Cuarman. You may proceed, Mr. Bellino. 

Mr. Beiirno. Had the trustees accepted the policy offered by the 
Pacific Insurance Co., the saving for the first year would have been 
$50,933.65 instead of $22,537.33, which was refunded to the welfare 
fund by the Occidental Life Insurance Co. For the year of 1952, 
on a retention of 9.25. however, instead of 9 percent, the saving would 
have been $17,389.28, as against an Occidental figure of $3,183.23. 

In other words, for the 2 years, there would have been realized a 
total of $68,322.93, instead of $25,720.96. 

The Cnatrman. Has Mr. Bellino been identified ? 

Mr. Granam. He is going to testify next. 

The Cuarrman. Identify him now. 

Mr. Derrickson. Identify yourself, please. 

Mr. Betirno. My name is Carmine Bellino, Washington, D. C., a 
member of the staff of the committee. 

Mr. Grauam. Are you a certified public accountant ? 

Mr. Bewtirno. Yes, sir. 

Mr. Derrickson. Thank you. 


TESTIMONY OF NEIL J. GAGNON, SHERMAN OAKS, CALIF.—Resumed 


Mr. Derrickson. Mr. Gagnon, while you were a trustee, you at- 
tended meetings held separately, you attended meetings held by the 
employee trustees and you attended meetings held by the joint board. 
Did Mr. Hanley participate in the meetings, in all of these meetings ? 

Mr. Gagnon. He attempted, while I was in there, to participate in 
the meetings, and I took violent exception to his participation, and if 
I may answer further, because—— 

Mr. Derrickson. On what ground? 

Mr. GaGnon. Because under the international constitution, the in- 
ternational refused to accept any financial responsibility as to wel- 
fare funds and they prohibited their representatives from participat- 
ing in the local union welfare funds. I felt that if the international 
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would not actept the financial responsibility for the actions of their 
representative, I didn’t feel that he should have any voice, and | so 
protested and took violent exception, verbally, to his interferring 
n the affairs of the welfare fund. 

Mr. Derrickson. Did any of the other trustees feel the same way 
as you did, and express it at the meetings? 

Mr. Gagnon. They felt as I did: ves. 

Mr. Derrickson. Did they express it ? 

Mr. GAGNon. Yes, they did. Carlos Rios stated that he agreed with 
my position, as did the other trustees, George Bakke, \dolph Singer- 
man, Ben Anisman and Fred MeCormick took no position. 

Mr. Derrickson. Did the employer trustees take any position / 

Mr. Gacnon. The employe! trustees ¢ 

Mr. Derrickson. Yes. 

\Lr. (FAGNON. They took the position that there was no ham 
lett hy him be an observer, but they agreed with my position that he 
had ho voice, Me. 

Mr. Derrickson. But he was not just an observer, was he? 

Mr. Gagnon. No, | would say that he was not an observer, 1 

Mir. Derrickson, Mr. Gagnon, do you know a Mr. Nichols ¢ 

Mr. Gagnon. Carl] Nichols? 

Mr. Derrickson. Carl Nichols. 

Mr. Gagnon. Yes. sir. I do. 

Mr. Derrickson. Was he a trustee at the time you were or was he 
not ¢ 

Mr. Gagnon. He was elected a trustee at the last meeting or prior 
to the last meeting that I attended. I attended one meetit v at which 
(Carl Nichols was a trustee. 

Mr. Derrickson. Did he ever tell you to keep quiet in the meetings 
or make any threats as to your a tivity in carrying out youl function 
as a trustee ¢ 

Mr. (FAGNON. Ile told me he was roing to throw me out of the plac e 
if I didn’t shut up. 

Mr. Derrickson. Was that in the meeting or was that privately in 
a conversation just between you two 4 

Mr. Gagnon. That was in a meeting of the employee trustees. 

Mr. DERRIK KSON. | have ho further questions. 

The Cuairman. I have no questions. 

Mr. Lucas. Mr. Gagon, if you were in Mr. Fuller’s place as admin- 
istrator of the fund, what changes would you make / 

Mr. Gagnon. If I were in his position, the first change I would 
make would be to put the processing of payment of claims in the 
Ihsurance company s hands. I feel that you would have sole re 
course in the event that claims weren’t properly processed, and if there 
were fraudulent claims. As it now stands, the responsibility for the 
payment of the claims or any wrong payment of claims falls squarely 
on the shoulders of the fund. I feel that we sheet-metal workers are 
not competent to process. I think it is the function of an insurance 
company. 

Mr. Lucas. You are not discontent, of course, with the method in 
which the reserve has been invested, are you 4 

Mr. Gagnon. Frankly, since I became separated from the trustee 
ship, I have taken very little, if any, interest in the fund. 

Mr. Lucas. Are you still working as a sheetmetal worker ? 
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Mr. GaGnon. Well. for the past 10 years I have been perhaps a sales 
estimator, 

Mr. Lucas. Are vou a member of the union / 

Mr. Gagnon. Yes, sir; I carry my card and it is in good standing. 

Mr. Lucas. Then you have a right to make inquiry about this fund, 
1; 


. , + / 
ive you QI 


Mr. GaGnon. Yes, sir; I have. 
Mr. Lucas. Have you made any inquiry as to the means they have 
} / 


sed to invest the reserve / 
Mir. Gagnon. No, sir: I haven't. 


Mr. Lucas. Mr. Gagnon, do you know of any fraudulent claims that , 
have been | resented to Mr. Fuller’s office and paid by the insurance 
company ¢ 

Mr. (TFAGNON., To hiy know ledge, ho. e 


Mr. Lu AS. I ive you heard ol any ¢ 

Mr. (FZAGNON. Have | heard oO; any claims ¢ 

Mr. Lucas. Yes, sir. 

Mr. GaGnon. Sitting in this room, I have heard of a fraudulent 
Claim, when the Reno Local 26— when they made retroactive payment 
of claims, it is certainly in direct violation of any insurance law you 
would ever have, before the man holds a policy in his hands to pay 
a Claim, 

Mr. Lucas. Other than that, do you know of any excessive or fraud- 
ulent or incorrectly paid claims ¢ 

Mr. GAGNON. No. Sir. I don’t. There has never to miy knowledge 
been a true audit made of the funds, what I calla true audit. During 
inv trusteeship, I approached the auditors and I told them I felt that 
a true audit had not been at that time made. I think it was the second 
audit report that came in, and until the claims were sampled that the 
Insurance company had, the man didn’t have all the requisites of a 
true audit, | asked him if that wasn’t his feeling and he said yes, that 
was true, “but they do not pay me enough money to audit the claims. 
Tl ey would have to pay me more money.” I said, “What we have to 
have as trustees is a true audit.” I don’t believe to this day, to my 
knowledge, that a true audit has ever been made of the trust. 

Mr. Lucas. Mr. Gagnon, as I see it, looking on the problem from 
the outside, the principal function of the administrator’s office or the ; - 
joint office of the union, whether he is titled administrator or not, 
would be to determine the eligibility of the claimants and thereafter 
the insurance company should determine the amount of payment and 
the actual hability of the insurer. Do you understand me? I think . ’ 
there should be some office or some person responsible to determine 
whether or not a claimant is eligible under the contract to receive com 
pensation. Then, the amount of compensation and the total amount 
of benefits to be paid to the claimant should be determined by a private 
company ora corporation é 

Mr. Gagnon. I agree with you. 

Mr. Lucas. Against whom suit might be brought. 

Mr. Gagnon. I agree with you. 

Mr. Lucas. And that is not the way your system now operates ¢ 

Mr. Gagnon. That is correct. 

Mr. Lucas. That is all. : 

The CHarrMaAn. Mr. Miller? ! 
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Mr. Mititer. Mr. Gagnon, I believe it was you who testified that you 
were 1 of the committee, or maybe a committee of 1, to look into the 
matter of contracts with 1 of the 3 insurance companies relative to the 
renewal or the making of contracts: is that right? The Occidental. 
the Pacific Mutual, and Blue Shield? 

Mr. GAGNON. It was reduced to those three after a process of elim 
nation; yes, sir. 

Mr. Minier. You heard the Cesthmony here that approx mately 
$43,000 could have been saved by dealing with the Pacific Mutual 
rather than the Occidental. Thatisthe way I recall it. 

Am I right about that ¢ 

Mr. Gacnon. The figure I don’t recall. There is a considerable sav 
ing that could have been effected by the change of policy; yes, sir. 

Mr. Mixtuer. I put down the figures as they were given. That is 
approximately right. Can you tell me why it was that this saving was 
not made? T understand that the Pacifie Mutual was rated a perfectly 
reliable company to do | MUSTNESS with. You were a a of the 
board, I believe, at the time when this policy was renewed, this con 
tract with the Occidental. Why did you stay by Occidental om n you 
‘ould have saved money with the Pacific Mutual 

Mr. GaGcnon. I wasn’t a member of the board when the policy was 
renewed, 

Mr. Minter. You were not? Well, maybe you know the reason. 

Mr. GaGnon. I know of no reason why. The reason I wasn’t a 
member of the board was because I strenuously objected. A motion 
was made at an employee trustee meeting to renew the policy with 
the Occidental Insurance Co., and I took violent exception to the 
renewal of the policy, in that I pleaded with the two new trustees to 
stop and investigate because we coulk | alw: ays Cc ancel the policy On a 
30-day notice. I didn’t say necessarily Pacific Mutual. I said, “Why 
don’t you appoint another committee and go out?” IT said, “Why throw 
the money away?” I was challenged at that meeting for a nonpay 
ment of dues. I retired before a vote could be taken and I have never 
been back. I believe Fuller was appointed trustee to rep lace me. 

Mr. Mitver. Could you tell us what argument was presented ? 

Mr. Gaenon. The only argument that was presented was presented 
by one Chuck Artman, Charles Artman, who was the business agent 
at the time and had just been elected trustee. It was that the Pacific 
Mutual had canceled a group insurance with the county, and that any 
Insurance company that canceled a group policy wasn’t fit to do busi 
ness with. I told him that any insurance company, including the 
Occidental, if they were operating at a deficit on our group would 

cancel out, that they certainly were not in business to lose money. 
Th: at was the only argument that was set forth at the time. I retired 
from the meeting before the vote was taken on the acceptance of the 
policy, and I have never been back. 

Mr. Miurrr. On the face of it. it does look as if there was some 
definite reason why the trustees continued their policy with the Oc 
cidental when apparently they could have saved a very considerable 
sum by changing over to the Pacific Mutual. I would be very much 
interested in knowing that influence or what consideration might have 
appeared to have caused this situation. That is all. 

The Cuairman. Do you want to answer that? 
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Mr. Gacnon. I have no knowledge of any consideration being given 
to anybody for the renewal of the polie Vy. 

Mr. Mitier. When I used the term “consideration” I meant not 
necessarily in dollars and cents, but there are various kinds of con- 
sideration. Anything that results in influence, in my mind, amounts 
toa consideration. 

Mr. Gaenon. Of my own knowledge, I have no knowledge of that. 
The only thing that I could see that I saw at the outset is I could 
neyek understand why Jones, an agent in Sacramento, should be sell- 
ing insurance in the city of Los Angeles, when 3 or 4 other agents 
representing the same companies had probably Ssdantenn bids for the 
insurahee at its outset. TIT could never understand why he was chosen. 
I asked the underwriters of the Occidental Insurance Co. why we 
couldn't have an agent locally to service our policy 

That. in itself, to me, would indicate that there was some influence 
used someplace, 

Mr. Miuurr. Maybe these facts will be brought out in later testi 
mony. I thank you. 

The Cuarrmman. Mr. Gagnon, I have come in a little bit late. I had 
to appear and speak at an affair here in town. It seems to me the 
name Occidental Life Insurance appears quite a few times in this 
investigation Did they make a special drive for this type of policy ¢ 
I was wondering how they get into this thing so often. 

Mr. Gaanon. Do you mean into the conversation ? 

The Cuairnman. Well, we have discussed them as handling these 
policies a great deal. Do they specialize on that out here or just 
what / 

Mr. Gacnon. I don’t think any more so than any insurance com 
panies handling that type of business. 

The CHamman. They do not make a special drive for that type 
of business ? 

Mr. Gagnon. I think Pacific Mutual were making a very strong 
drive in that their rates were much lower than any of the other com 
panies, like Prudential, Metropolitan, and other large companies. 

The CuHatrmMan. Did I understand earlier in these hearings that a 
Mr. Hanley specified the broker and specified the administrator / 
Is that your understanding / 

Mr. Gagnon. I haven't heard. I wasn’t here when the tes 
timony—— 

The CHAIRMAN. I thought that was the earlier testimony. 

Is that correct, Mr. Counsel? Who insisted on the broker and who 
insisted on the administrator. 

Mr. Derrickson. The employee trustees did at the influence of Han- 
ley, but Mr. Gagnon was not here when that testimony was given this 
morning. That was not his testimony. He was not here and he 
did not hear it. 

The CHatrmMan. I understood it was in the record. That is what I 
am asking. Was it not specified in this record here earlier that that 
choice was dictated by some international representative or some 
thing? 

Mr. Derrickson. That is right. 

The CHairMaN. Did he have anything to do with the selection of the 
carrier ? 

Mr. Gacnon. Might I state—— 
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The CHairMan. You do not know that; do you / 

Mr. Gagnon. I don’t know, because there were six temporary 
trustees appointed by the union, or by the union officers, temporary 
trustees, that negotiated for the insurance contract. When we elected 
trustees went into office, the policy had already been purchased. 

The CHarrman. I guess I have nothing further from you. I do 
not think you are aware of all the things I want to know. 

Mr. Lucas. Who appointed those temporary trustees ¢ Who en 
tered into this contract ¢ 

Mr. Gagnon. Who entered into the contract ? 

Mr. Lucas. Yes. Yousaid six temporary trustees; did you not 

Mr. GaGnon. Yes, sir. 

Mr. Lucas. Who appointed them / 

Mr. GaGnon. I can’t answer that question. The reason I can’t an 
swer that question is there are 1 of 2 w: Lys they could have gotten into 
office and I don’t know. One, tt ley could have been onpeintea by the 
Chair, and the second is they coul 1 have been elected at a meeting. 

Mr. Lucas. Of what or whom ¢ 

Mr. Gacnon. A meeting of the membership. 

Mr. Lucas. Of what or whom ? 

Mr. GaGnon. Sheetmetal Workers Local 108. 

Mr. Lucas. Well, do you know whether or not Mr. Hanley had 
anything to do with their selection ¢ 

Mr. GaGnon. I can’t answer that question, s 

Mr. Lucas. Then you do not know ? 

Mr. Gaenon. I don’t know. 

Mr. Lucas. That is all, Mr. Chairman. 

The CuairMan. Allright. That isall. 

Mr. McCabe. Mr. Bellino will be the next witness. 


TESTIMONY OF CARMINE S. BELLINO, C. P. A.. WASHINGTON, D. C., 
COMMITTEE STAFF MEMBER—Resumed 


The CHatrrMan. You have already been sworn. 

Mr. BeLirno. Yes, sir. 

Mr. McCape. Mr. Bellino, you have been engaged by this subcom 
mittee to conduct the accounting investigations in the study of welfare 
plans; is that correct / 

Mr. Beiurno. Yes, sir. 

Mr. McCanr. Are youa certified public accountant ? 

Mr. Betirno. Yes, sir. 

Mr. McCarr. As I understand it, you have been in this work for 
the past 20 years / 

Mr. Bevirno. Yes, sir. 

Mr. McCase. Were you also in charge of the accounting department 
for the Federal Bureau of Investigation / 

Mr. Be.itino. In Washington, D.C . Ves, sir. 

Mr. McCarr. For how long a period were you so engaged ¢ 

Mr. Betiino. For 61% years. 

Mr. McCane. Would you tell the committee very briefly the nature 
of that work ¢ 

Mr. Betxrno. I was in charge of the Accounting Unit of the Federal 
Bureau of Investigation which included all investigations of Federal] 
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laws, such as frauds against the Government, bankruptcy violations, 
bank violations, antitrust, and all types of investigations where ac 
counting knowledge was necessary. 

Mr. MeCane. In your work for this subcommittee, have you ex 
amined the records of the Sheetmetal Workers of Southern California, 
Arizona, and Nevada ? 

Mr. Bev_uino. Yes, sir. 

Mr. McCapne. When did you begin that examination ? 

Mr. Betuino. On August 25, 1954. 

Mr. Mi CABE. And for what meen did the records cover ¢ 

Mr. Bettino. From January 1, 1951, to July 31, 1954. 

Mr. McCanr. And could you tell us what were the total receipts 
of that welfare fund during that period / 

Mr. Beiiino. The total contributions during this period was 
SP? O5S6.288.58. 

Mr. McCapr. $2,056,000 for total contributions from contractors / 

Mr. Beviino. Yes, sir. 

Mr. McCanr. Were there any other receipts 

Mr. Beviino. Other receipts included an experience refund from 
the insurance company for 1951 of $22,557.73; interests on investments 
of S1.S815.99; penalties received from delinquent contributors, $30.97 ; 
amount transferred from local 88, Las Vegas, $10,676.96; amount 
transferred from local 26, Reno, Nev., $10,244.26; total receipts of 
$2,101,594.49. 

Mr. McCarr. What were the total disbursements for the period ¢ i 

Mr. Bevtuino. The total disbursements amounted to $1.728.085.68. 

Mr. McCanr. And what was the surplus accumulated in the fund / 

Mr. Bettino. The surplus which accumulated to July 31, 1954, 
$373,508.81, 

Mr. McCape. How is this surplus invested ? 

Mr. Beiiirno. $50,000 is invested in Government bonds and $201.- 
135.14 is invested in savings accounts and Federal building and loan 
associations. The balance is on de posit in the Bank of America. 

Mr. McCa Would you give us your opinion of the general con 
dition of the cas as you found them ? 

Mr. Beturno. The general condition of the Los Angeles welfare 
ofc e records is evood. 

Mr. McCase. The general condition is good ? 

Mr. Beturno. Yes, sir. 

Mr. McCapsr. You mentioned two Nevada locals. When were they 
merged with the southern California branch ? 

Mr. Beturo. I find no official action at any meeting of the joint 
trustees accepting either local 26, Reno, Nev., which is also known as 
Sparks, Nev., or local 88, in Las Vegas, Nev. 

Mr. McCane. You find no reference anywhere to the merger of 
these locals? 

Mr. Betirno. The only comment is in the minutes of September 21, 
1953, at which time Mr. Ely questioned Stanley Jones, a business agent 
from one of the Nevada locals, from local 26, as to when his group 
became part of this fund, and the minutes reflect that before Mr. Jones 
could answer, Tom Hanley replied, “About 2 or 3 months ago,” and 
then the next statement from Mr. Jones repeating Mr. Hanley’s state- 
ment, “About 2 or 3 months ago.” 
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Mr. McCase. How many members are covered in this welfare plan 
as of, say, July 1, 1954? 

Mr. Bexxirno. Well, at June 30 or July 1, 1954, there were 5,044 mem- 
bers for whom premium payments were being made to the Occidental 
Life Insurance Co. 

Mr. McCapz. Is that the total membership of the combined sheet- 
metal workers ¢ 

Mr. Beiurno. I understand the total membership is approximately 
6,000. 

Mr. McCase. That is 6,000 ? 

Mr. Beturno. Yes. 

Mr. McCase. What are the rates at which employers contribute to 
this fund? 

Mr. Beturno. The rates of contribution have ranged from 7 to 10 
cents an hour. The average rate is 814 cents. 

Mr. McCase. Did you find that any employers have been including 
the welfare contributions in the pay envelope of the worker rather 
than paying it directly into the welfare fund? 

Mr. Betiino. Yes, sir. In Reno Local 26, Mr. Martin Schwamb of 
the Martin Iron Works, was instructed by the local business agent to 
pay the welfare contribution directly to the workers. Subsequently, 
Mr. Clore, the secretary of local 26, remitted the amount of the con- 
tribution to the welfare office for all of the workers except 1 man who 
worked 32 hours. Other employers who made similar payments were 
Frank Capriotta at Reno and Sierra Tank & Steel at Sparks, Nev. 

Mr. McCase. You mentioned Las Vegas. What was the date of the 
agreement signed with local 88 at Las Vegas? 

Mr. Betiino. On June 1, 1951. 

Mr. McCasr. And when did that plan go into effect ? 

Mr. Betiino. The shop began making contributions on February 
Lh. 395i. 

Mr. McCase. Did you make an examination of those records 
local 88 ? 

Mr. Betiino. Yes, sit 

Mr. McCase. Could you tell us something of the condition of those 
records, in your opinion ¢ 

Mr. Beturno. The records of local 88, Las Vegas, which were turned 
over to us, were incomplete. They consisted merely of a book con- 
taining receipts and disbursements in which the entries were discon- 
tinued in the early part of 1952. The records also included an alpha- 
betical ledger with each contributor, showing the amounts of contri- 
butions from February 1, 1951, to various dates in 1953, the last entry 
being made on June 30, 1953. In view of the incomplete records it 
was not possible to make a proper examination. 

Mr. McCase. Did you ask anybody to bring this record up to date 
for you? 

Mr. Betitino. Mr. Vickers was asked as to whether all the records 
had been turned over to Los Angeles, and he stated there were two 
boxes of records turned over to Mr. Fuller, and there should have been 
a report containing a summary of all receipts and disbursements. 
However, he promised to contact the secretary, the young lady who 
handled the records, one Carol McKnight, and get us a copy of the 
report and mail it to us. . o date, we have not received it. 

Ir. McCane. Would you tell us who Mr. Vickers is? 
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Mr. Beiurno. Mr. Vickers is the secretary of local 88 in Las Vegas, 
I believe. 

Mr. McCapse. You mentioned two boxes of records which were 
turned over. Did vou have access to those two boxes of records? 

Mr. Betiino. No, sir. Mr. Fuller turned over to us only one box 
of records. 

Mr. McCarne. Only one box of records were turned over ¢ 

Mr. Betirvo. Yes, sir. 

Mr. McCarnr. Have you as yet received the data which you re- 
quested from Mr. Vickers ? 

Mr. Betiino. No, sir. 

Mr. McCane. Well, then, in view of this, were you able to determine 
the receipts and disbursements in connection with this fund of local 
wi / 


Mr. Beiiino. In local 88, the total deposits amounted to $27,584.47, 


of which local 26 funds were $1.945.71. The disbursements amounted 
to. S15.659.87, and the balance of $11,924.60 was transferred to Los 
Angel S. 


Mr. MeCape. What other activity do you find in connection with 
the deposits of funds in this account ? 

Mr. Bi LLINO. The deposit of funds collected from local 2H which 
were forwarded to Los Angeles by the Reno contributors were trans- 
mitted in turn to local 88 for deposit. These included 23 checks total- 
Ing S1.7)4.98 which were deposited on April 20, 1953, and 6 checks 
totaling $190.76 which were deposited on June 6, 1953. In other 
words. the Reno contributors thought they were contributing to the 
Los Angeles welfare office, but. the welfare office here instead was 
trar smitting them back to local 88 for deposit. 

Mr. McCane. In that connection, did you have access to the minutes 
of meetings at local 88 which would have indicated that transfer for 
the members / 

Mr. Betuino. No, sir, no minutes were turned over to us. 

Mr. McCapsr. On this loeal 26 situation, how much money was 
contributed there 7 

Mr. Betiino. The total amount deposited was $8,298.52. 

Mr. McCarr. Did that represent all contributions required from the 
different employers in Reno? 

Mr. Betiino. That represented only what was collected by Mr. Joe 
Bass, and deposited in the First National Bank of Nevada at Reno. 
Mr. Bass stated no effort was made to collect from any shops that may 
have delinquent during the period the fund was under his control. 

Mr. McCasr. How long was the fund under his control and when 
did these contributions begin ? 

Mr. Betiino. The contributions in the Reno, Nev., welfare plan 
began as of September 1, 1951, but approval of the establishment. of 
this fund was not received from the Wage Stabilization Board until 
November 26, 1952. However, the approval was made retroactive to 
September 1, 1951. 

Mr. McCarner. Was it at that time that a check was drawn transfer- 
ring the funds from the escrow arrangement ? 

Mr. Betxirno. On January 8, 1953, Mr. Joe Bass drew a check trans- 
ferring the funds of local 26. 

Mr. McCase. Would you tell us what was Mr. Bass’ position at that 


time / 
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Mr. Betitino. He was an employer trustee 

Mr. Mc CABE. When were the proceeds ot this « he k received DY the 
sheetmetal workers welfare plan here in Los Angeles / 

Mr. Betuino. The check was issued on January 8, 1953. It 
deposited in the account in Los Angeles on April 1, 1954. 

Mr. McCabe. It was issued in January 1955, and deposited whe 
did you say ¢ 

Mr. Beitrso. April 1, 1954, 15 months later. 

Mr. McCapsr. Fifteen months later / 

Mr. Beniino. Yes, sir. 

Mr. McCape. Do you have any idea what happened to these funds 
the meantime ? 

Mr. JELLINO. I believe Mr. Tom Hanley Cal testify to that. 

Mr. McC ape. Does your examination show that any « laims were paid 
by the Los Ang eles welfare ( fice before these funds Were Precel Ve c 

Mr. BELLINO. Yes, sir. Claims were paid On behalf of local 2 
members starting about May 1953. 

Mr. McCane. Did you discover anything else with respect to con 
tributors checks issued between January 1953 and May 19554 

Mr. Betitino, Checks were depos ted in the bank in acceunts other 


l 


than the payee s account. In other words, checks wel paval le to the 


Nevada sheetmetal welfare fund, a nonexistent account, but deposited 
in the Las Vegas sheetmetal welfare fund an account of local 8s 

Mr. McCapr. Mr. Bellino, while we are arranging some records 
here, will you tell us what were the total premiums paid by the sheet 
met l workers W lf ire f md to the Oc cenit | Life lh surance 

Mr. Betiino. The total premiums received by the Occidental Life 
Insurance Co. were $1,559.626.20. That is according to thei record 

Mr. McCapsr. Mr. Chairman, | have here a che k which I will a 
Mr. Bellino to examine and identify, if he can, and describe for the 
record, 

Mr. Benirno. This is a check drawn on the First National Bank « 
Nevada, main office, dated January 8, 1953, payable to the order o 


st 


f 
. . . i 
Clyde Mast. Joe Bass, Oliver Tabr. Willis Woodbi ry, trustees, Nevada 
sheetmetal workers welfare fund, in the amount of SS8.298.52. signed 
by Joe Bass, trustee, and Willis Woodbury, trustee, Nevada sheet 

metal welfare fund. It is endorsed “Pay to the order of Walter Vick 
ers, and Emil Pahor, Administrators for the Nevada Sheetmetal 
Workers Welfare Fund,” signed by Clyde M. Mast, Joe Bass, Oliver 
Tabr, Willis Woodbury, trustees, Nevada Sheemetal Workers Welfare 
Fund, and further sioned by E, M. Pahor and Walter Vicke I's, adm 

istrators for the Nevada Sheetmetal Workers Welfare Fund. It was 
deposited inthe Bank of America on July 8, 1953. 

Mr. McCanr. Mr. Chairman, may this check be accepted for the 
record and identified as Bellino exhibit 1? 

The CuatrmMan. Without objection it is so ordered. 

(The check referred to was filed with the committee.) 

Mr. McCane. I might point out, Mr. Chairman, that this is the 
check about which we sought information this morning. Again, ac 
cording to Mr. Bellino’s testimony, it was drawn in January 1953, 
deposited in the bank in July 1953, but did not find its way into the 
welfare fund until April of 1954, a total elapsed time of 15 months 
from the date of issue. 
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Mr. Bellino, before we introduced the check, we discussed the total 
premiums paid by the sheetmetal workers’ welfare fund to the 
Occidental Life Insurance Co. Had the reporter got your answer on 
that ? 

Mr. Betirno. The total premium amounted to $1,559,626.20. 

Mr. McCasr. What were the total claims paid by the Occidental 
Insurance Co. during this period ? 

Mr. Bertiino. They amounted to $1,308,624.28. 

Mr. McCase. And how much of a refund did the Occidental Life 
Insurance Co. give to this fund as a result of this experience rating? 

Mr. Beuurno. The refund which was made to the sheetmetal work- 
ers’ welfare fund, based on the experience for the year 1951, amounted 
to $22,537.73. 

Mr. McCane. And on this transaction, how much was realized by 
the Occidental Insurance Co. ? 

Mr. Betxiino. The gross amount realized by the Occidental Life 
Insurance Co. was $228,463.29. 

Mr. McCanr. At the end of the first year, what was the balance that 
remained after claims were paid and the 15 percent retention was 
deducted ? 

Mr. Benito. The balance remaining at the end of 1951 was $92,- 
785.23. The total premiums received in 1951 were $331,760; claims 
paid were $189,210.77; the excess received over claims paid was $142,- 
549.23. Fifteen percent guaranteed retention was $49,764. The bal- 
ance was $92,785.23. 

Mr. McCarr. And how much of a reserve was set aside for claims 
incurred at the end of that year? 

Mr. Berzro. The amount of the reserve set aside for claims in- 
curred at the end of 1951 was $67.655. This would leave a balance 
or refund to the welfare fund of $25,130.23. However, the refund 
amounted to $22,537.73. Accordingly, there is a balance of $2,592.50 
additional to be added to the reserve account held by the insurance 
company. 

Mr. McCape. What is the total reserve which the insurance company 
has set aside for claims incurred as of the end of December of last 
year, 1953? 

Mr. Berio. The total reserve for claims incurred, which are held 
by Occidental Life as of December 31, 1953. is $108.218.50. 

Mr. McCasre. In connection with the company’s handling of these 
policies, do you find that they made any charges for conversion of life 
insurance under this plan? 

Mr. Betrino. Yes,sir. There was $130 charged for that purpose. 

Mr. McCapr. $130, and how and on behalf of what individual was 
that money spent ? 

Mr. Berrro. IT understand that was a conversion on a policy by 
Tom Hanley. 

Mr. McCanr. What was the total amount realized by the Occidental 
Life Insurance Co. in connection with this policy? 

Mr. Bretiino. Based on their retention rates, the total amount that 
this company has realized is $166,914.58. 

The Cratrman. Do you have any questions, Mr. Holt ? 

Mr. Hort. I have just one question. 

Would you go over this amount transferred, again? I did not un- 


= 


derstand about that, transferred from locals 88 and 26, in Las Vegas 
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and Reno. How were they transferred and what was the record of 
that transfer ? 

Mr. Betirno. The moneys from local 26, the $8,298.52 was trans 
ferred by the Reno group to the Las Vegas group, that is, Walter 
Vickers and Emil Pahor, administrators for the Nevade sheetmetal 
workers’ welfare fund. They endorsed the check. The proceeds 
from this check, however, never did get to the welfare fund in Los 
Angeles until 15 months later. 

Mr. Horr. Isthere any record of where it was ? 

Mr. Beturno. I believe that Mr. Hanley might be able to testify, 
because I understand that this check got into his hands and he may be 
able to tell us what happened to it. 

Mr. Horr. You made reference to some meeting. That was not 
cleartome. It was where Mr. Jones was asked a question. 

Mr. Betiino. That was at a meeting in September 1953, at which 
time Mr. Ely inquired of Mr. Jones, “When did your local become a 
part of this welfare group?” and before Mr. Jones could answer, Mr. 
Hanley said, “About 2 or 3 months ago.” Mr. Jones then repeated it, 
“About 2 or 3 months ago.” What was significant to us was the fact 
that here was Mr. Ely, an employer trustee, and he had no knowledge 
that these two Nevada groups were officially accepted in this local 
southern California welfare plan. 

Mr. Hour. Thank you. 

The Cuarrman. Mr. Lucas? 

Mr. Lucas. You are not stating, are you, Mr. Bellino, that any 
funds were misappropriated ? 

Mr. Bexturno. The funds were not accounted for for 15 months. As 
far as I know, they were not actually used by anyone. 

Mr. Lucas. The entire amount that the Nevada groups were to 
deposit did eventually find its way into the fund ¢ 

Mr. Beturno. Yes, sir. 

Mr. Lucas. That was 15 months later ? 

Mr. Betxiino. Yes, sir. 

Mr. Lucas. There was no withdrawal or no withholding of any of 
that money ? 

Mr. Beturno. Not finally; no, sir. 

Mr. Lucas. Can you give this committee any information growing 
out of your knowledge of the facts as to the reason why these funds 
were withheld for 15 months? 

Mr. Betxurna. I do not know the real reason. I could give you a 
conjecture from a confidential informant. But the real reason I 
thought Mr. Hanley would tell us. 

Mr. Lucas. That is the third time you have refused to answer that 
question and referred to Mr. Hanley. We do not have Mr. Hanley on 
the stand now. What reason can you give us for these funds being 
withheld ? 

Mr. Beuiino. The reason I can give is that when the money is not 
deposited immediately and turned over to the person entitled to receive 
it, in some way an individual is trying to get the proceeds of this 
check if he possibly could. 

Mr. Lucas. But the check was finally deposited. No funds were 
ever realized from it. That money was still in the bank until it was 
finally deposited in the southern California office; it that not right? 

Mr. Betirno, Eventually; yes, sir. 
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Mr. Lu as. What I mean is that that was just a piece of paper. It 
was hot money. 

Mr.:Betuino. Well, from this a eashier’s check was drawn eventu 
ally. In other words, an effort was being made. It just didn’t work. 
That is why | Say it might be that Mr. Ha ley could really tell you 
what actually happened. 

Mr. Lucas. I think from your inferences we have several questions 
to ask Mr. Hanley. 

That is all, Mr. Chairman. 

The Cuairman. Mr. Miller? 

Mr. Mitier. I have no questions. 

M Lucas. I have anothe question, Mr. ¢ hairman., 

Mr. Bellino. have you hvest eated any other welfare funds? 

Mr. Betuino. Yes, sir. 

Mr. Lweas. Is the profits which Occidental made out of their insur 
ing these groups ot people nordinate? Is it oreatel than other insur- 
ance compamles make on like contracts ¢ 

Mr. Betirno. I might say that the Occidental, even on some of its 
owl policies, makes less. In other words, it appears that Occidental 
oby ously being in business tries to make as much as they can wher 
ever they can make it. If they have to cut down and make less on 
other policies which they have, they will cut down, too. But in thi 
case, itis a very vood realization for them. 

Mr. Lucas. You have not answered my question, Do other insur- 


Ance col Manes hi ike that ric h monev on like p hie es ¢ 
Mr. Beitino., On the ones that T have seen, I wouldn’t say that they 
have made as much on lke policies; no, sir. But there are a good 
; 


Mr. Lucas. What [am trying to say, Mr. Bellino, is that no finger 
hould b po nted at Occidental for making ! profit. That is per- 
fectly all rioht. But what | want to know Ss, Was there any reason 

; t] ey mea le sue ly a Dig | rohit 1f other msurance compal ies are not 
charging these groups that much? Can you give us any reason why 

" large this group so much ¢ 
Mr. Betiino. No, sir: I can’t understand the reason, either. 

CnHatmrMan. I might sav at this time it was our hope to get our 
complete list ot withesses finished tod Ly. Tl e\ will have to go over 
until tomorrow. I notice that the name of Thomas B. Hanley is here. 
We have mentions d his hame, al cl also the \ Ice ] resident of Occidental 
Life Insurance is to testify. I think we can very properly ask those 
questions of him direct. I} at W 1] be dor e tomorrow. 

Is there anything ( Ise ? 

Before | adjourn, I want to make au statement about something. 

Mr. Grauam. Mr. Bellino, during this period of time that this 
money was kicking around and so on, were any claims being paid 
to members of the Reno local for which no money to pay premiums 
had been received 2 

Mr. Beturno. In April of 1953, Mr. Fuller sent a telegram to Mr. 
DD. M. Clore, the secretary or business agent of loeal 26 at Reno, and 
told him to send in all claims that he had. They started paying the 
claims in May 1953. In the meantime, this $8,398.52 was floating 


around. 
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Mr. GRAHAM. But Oc idental had actually not beet paid L prel um 
to cover those ? j 

Mr. Beiiino. No, sir: not at that time. 

Mr. Granam. But they were paying t 

Mr. Betutino. The office as Issuing the drafts. (decident 
of course, paying the drafts. 

The Cramman. That is all, Mr. Bellino 


I wanted to make an announcement about tomorrow. We are rong 
to continue on questioning. Phe question ng will deal with the same 
welfare fund and so on, and the names of the men who ha been 

“ mentioned here, particularly Mr. Hanley and the vice president of 
Occidental, will be called in order to clear up cert un point 

\t this time, | would like to state that there w isan ll terruptl mm OY 
the counsel for Occidental. I do not know if he realized he { 
sworn at the time and that we planned to question them late There 
fore, | am ordering that that state ment be withdrawn from the re ord. 
Are there any objections 4 It is so ordered, 

We will recess until 10 o’clock tomorrow. 

(Whereupon, at 4:55 p. m., the committee recessed to reconvene at 
lO a. m., the following day.) 














INVESTIGATION OF WELFARE AND PENSION FUNDS 
(LOS ANGELES AREA) 


FRIDAY, SEPTEMBER 24, 1954 


Houser or REPRESENTATIVES, 
SpreciAL SUBCOMMITTEE ON INVESTIGATION O1 
WELFARE AND PENSION FuNDs, 
CoMMITTEE ON EDUCATION AND LABOR, 
Los Angeles, Calif. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 229, 
Federal Building, Hon. Samuel K. McConnell, Jr. (chairman of the 
committee ) presiding. 

Present: Representatives McConnell, Holt, Lucas, and Miller. 

Present also: John O. Graham, staff director: Edward A. McCabe, 
general counsel: L. M. Weltmer, special counsel: Russell C. Derrickson, 
chief investigator; and Carmine 8S. Bellino, staff consultant. 

The Cuamman. The hearing will please come to order. 

Mr. Bodle, I believe you have some testimony you want to give or 
some statement to make. 

We are not swearing you in or anything because we are not asking 
for any testimony. 

Mr. Bopte. Mr. Rees has a statement he would like to read as secre- 
tary-treasurer of the culinary workers of San Bernardino. 


STATEMENT OF LOUIS J. REES, SAN BERNARDINO, CALIF., SECRE- 
TARY-TREASURER, LOCAL 535, CULINARY WORKERS AND BAR- 
TENDERS UNION; ACCOMPANIED BY GEORGE E. BODLE, ESQ., LOS 
ANGELES, CALIF. 


Mr. Rees. My name is Louis J. Rees. I reside at 1141 Mayfield, 
San Bernardino. I have been for the past 2 years and am at present 
the elected secretary-treasurer and the executive officer of local 535, 
Culinary Workers and Bartenders Union. The principal office of 
the union is in the city of San Bernardino and its jurisdiction covers 
hotel and culinary workers and bartenders in San Bernardino and 
Riverside Counties. I am also one of the union trustees of the hotel 
and restaurant insurance trust fund, which is a trust fund set up for 
the management and administration of a health and welfare plan. 
This plan is for the benefit of employees of the hotel and restaurant 
industry and is paid for by contributions of their employers pursuant 
to contracts with our union. 

There are 2 other union trustees and 3 employer trustees. While 
our industry is not subject to the Taft-Hartley Act, we have, never- 
theless, complied with the standards set up by Congress in the Taft- 
Hartley Act for the administration of health and welfare funds for 
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the purpose of assuring joint management-labor control and admin- 
istration. 

I want to make it clear that I am appearing voluntarily and at my 
owh request. 

Although an attack was made upon my union Wednesd: Ly, I want it 
ieciieeraiedse was not subpenaed by the committee nor was I ever 
interrogated by a ny representative of the committee at any time with 
relation to either the negotiation of the health and welfare p ylan or its 
administration. 

I make a point of the fact that I was not subpenaed by the committee 
or interrogated by it because Wednesday, approximately 4 hours of 
the committee’s time was devoted to an attack upon my union by 
Joseph Gee, a restaurant operator in Barstow. If the committee had 
wanted to learn the facts, they could have found out from me or any 
other official of my union that the man who allegedly threatened Mr. 
Gee was not an official of them ion, Was not autho Ze <] to speak tor the 
union and, indeed, was not even employed in the industry at the time 
of the alleged incident. 

Mr. Gee knew that Mr. Besk had no authority when he called him 
and this committee could have found out that he was completely 
unauthorized if it had sought to doso. Mr. Gee knew who the officials 
of the union were, and it is significant that his testimony is silent with 
respect to any attempt to reac h them. 

Yet this committee perm tted itself to be used as a forum to convict 
the union which I am proud to represent as guilty of threats of 


Every ontention that Mr. Gee n ade Wednesd L\ has been presented 
to the Superior Court of the State of California and rejected. The 
union fires appre ached Mr. Gee in about February 1953 for the pur 
pose of o btaining a UNION CO tract 

P revious to thi il me . Mr. (ree operated a nonunion establishment. 
After negotiations, "Mr. Gee and the union entered into the contract 
which is standard for independ nt restaurant operations in the desert 
district. The contract included a health and welfare plan for the 
employees. Under the plan, Mr. Gee was to pay 50 cents per day or 
! cents pel hour for each employee to the hotel and restaurant insur- 
ance trust fund. 

It was further agreed that the obligations of the e mployve rin this 
connection were subject to change only by amendment agreed upon by 
both employer and union representatives of the trust fund. The 
employer representatives of the trust fund happened to be members 
of the Employers Council in San Bernardino. However, there is no 
prohibition ag ainst independent operators becoming trustees and, in 
fact, they have been invited to attend meetings of the trustees. 

Following the execution of the agreement, Mr. Gee failed and 
refused to make payments into the trust fund. In addition, he was 
guilty of other violations of the contract which he had signed. These 
violations were in connection with wages and overtime rates provided 
by the contract. 


He was contacted by union representatives and given the oppor- 
tunity to remedy these violations. I pe rsonally contacted him in this 
respect. After he refused to abide by his contract, the union, after 
receiving authority from its membership by democratic procedures. 





—————————— 
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took economic action against Mr. Gee’s business in the form of a picket 
line. 

Mr. Gee thereupon commenced a lawsuit against the union and 
against the Hotel and Restaurant Employers Council of San Bernar- 
dino which, among other things, charged that he had been coerced 
into signing the union agreement and also that the provisions in the 
agreement for his contributions to the trust fund were illegal. 

A full court hearing was had in this matter. Evidence was intro- 
duced and extensive briefs submitted by lawyers for all parties. ‘The 
Superior Court of the State of California, in and for the county of 
San Bernardino, decided in favor of the union and against Mr. Gee. 
The court spec ific ally found that there had been no coercion of Mr. 
Gee, and that he had volunt: irily signed the union contract. It was, 
also, found that the provisions of the contract for contribution to the 
trust fund were completely legal. 

I have here with me a copy of the opinion of Judge Carl B. Hilliard 
of San Bernardino. 

Mr. Lucas. Mr. Chairman, I ask that the statement be placed in the 
record, and that further reading be dispensed with. This gentleman 
is Foing into details of a labor controversy W ith which this committee 
is not concerned. I do not believe that it is relevant to this hearing. 
Therefore, I ask that the statement be placed in the record for refer 
ence purposes, and further reading be dispensed with. 

The CHatrman. My understanding, I will say to the gentleman, and 
the only reason you were put on now, was that you were to submit 
vour statement. IT asked that in the beginning and you were not sworn 
In. I do not know why this re: ading is voinge on here. I do not know 
why you just did not submit your statement. 

Mr. Bopie. This is probab ly my fault. TI thought the intention was 
that he read it. It is my failure to understand the desires of the 
committee. 

The CHatrmMan. You see, he was not sworn, and he is making 
statements here. 

Mr. Bonz. T understand that. However, I want to point out this 1 
the only opportunity we have to refute the charges which were heard 
for a period of about 4 hours on Wednesday, from Mr. Gee, with 
reference to what we considered a labor controversy, too, and not 4 
matter relating to health and welfare. As you know, on Thursday, 
the papers were full of Mr. Gee's testimony, which directly “Aled used 
the union of having engaged in unlawful acts in an effort to get a 
contract. 

Mr. Lucas. I disagree with you, Mr. Bodle. I do not know that 
any direct reference was made to the union in claiming that the union 
was responsible for those attacks or those threats. If so, the man 
would have a right to place in the record his defense. As I remember 
Mr. Gee’s testimony, it was to the effect that someone represent ing the 
union, who is now denied to have been representing the union, threat- 
ened him. 

Mr. Bopir. That is exactly right. But this is the only opportunity 
we have to say that the man who Mr. Gee said was a union representa 
tive was not in fact a union representative, and that Mr. Gee knew this. 

Mr. Lucas. I do not recall that Mr. Gee said that, and counsel 
sustains my memory on it. 
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Mr. Bopie. I have to refer to the account which appeared in the 
Times, in which the statement was made. 

Mr. MoCane. Mr. Chairman, I do not believe that appeared in the 
record, that this man was identified as a union representative. I am 
going on memory. 

Mr. Lucas. I insist on my} motion, Mr. Chairman. 

Mr. Bopie. I might say, Mr. Chairman, there is only about another 
page and a half of this statement and it will be completed. We will 
cut the last portion of it out. 

The Cuairman. All right. 

Mr. Lucas. I will withdraw it. 

The Cuarrman. You may finish it, and then we will swear you in 
that you told the truth, under oath 

Mr. Rees. The court found instead that the so-called independent 
unlon Was In fact dominate a. ¢ ontrolled and financed by Mr. Gree and 
was nota bona fide labor organization. 

vei following th de iron, Mr. 
ments acc ording to his contract into the hea 
remedy other contract violations. 

‘7 he money siill had not been paid upon termination of his 1-year 
contract in February L954, 

However. about this time, the trustees themselves sued Mr. Gee for 
the money due the fund and were awarded the full amount due by 
the court, plus attorney fees and court costs. As in all other instances, 
a full hearing on all the facts was afforded Mr. Gee. 

Subsequent to February 15, the Gees refused to negotiate with the 
union with regard to a new contract. Again economic action was 
taken by the union in the form of a picket line. The now famous 
phone call to which Mr. Gee has testified occurred during this period. 

I cannot too strongly emphasize that this phone call was made by 
Mr. (ree and ot by the union (Also, that the phone eall was made to 
a person who was in no way connected with the administration of the 
union’s affairs and had no pos ition within the union. 

Whatever conversation took place could not possibly have any bear- 
ing on the subject of this investigation. In fact, to the best of my 
recollection, the entire question of unpai d contributions to the health 
and welfare fund was at that time in the hands of the attorneys for 
the trust fund and was no longer a subject of discussion insofar as 
the union was concerned. At this time, I wish to state that we con- 
sider the recording of the telephone conversation, for whatever pur- 
pose it was done, to have been in violation of public policy and I trust 
the committee will lay the facts of this matter before the appropriate 
law-enforcement officials for action. 

I would like to take a moment at this point to comment on the 
testimony of Mr. Lutes in connection with the reason for his resigna- 
tion as a trustee. I believe he stated that he had resigned when the 
other trustees, including the employer representatives, voted to expend 
a sum for attorney fees in connection with defending the suit filed by 
Mr. Gee. 

I might say that I pe ‘rsonally did not attend the meeting at which 
this vote was taken. Had I been there, I certainly would have voted 
for the expenditure of such a sum. The trustees had been advised 
by counsel for the trust fund, that the lawsuit constituted a serious 
threat to the legality of the trust fund itself. 


till refused to make pay- 
Ith and welfare fund or to 
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We were further advised that it was our duty as trustees to defend 
and uphold the trust pan dagainst attack. Therefore, not only was It 
advisable at the time that the trust fund counter this challenge against 
its leeality | mit also it was our legal duty as trustees to do this or to 
suffer the possible consequence of being charged with a breach of ow 
duty as trustees to the thousands of working men and women who are 
the beneficiaries of this trust fund. | might add that the attorney 
for the trust fund at that time did not in any way represent our uniot 
or have any connection with it. 

I have made this statement in the hope that it will clarify a great 
number of misconceptions which I am sure resulted from the testimony 
rf Wednesday. 

The record and achievement of our trust fund and our union in 
connection with the establishment of this joint employer union trust 
fund is one of which we are justly proud. We have been providing, 
and will continue to provide, for employees in the hotel-restaurant 
industry, medical, hospital and life insurance benefits which the em 
ployees of our industry could not afford on an individual basis. We 
stand ready at any time to have any of our affairs looked into and 
investigated. 

The Cuairman. Would you please stand and raise your right hand 4 
Do you solemnly swear that the statement you have made is the truth, 
the whole truth and nothing but the truth, so help you God? 

Mr. Rees. I do. 

The Cuairman. Thank you. 

Mr. Bopte. Mr. Chairman, I would hke to introduce in evidence 
this memorandum decision of the court in the Gee case. Do I give 
that to counsel ¢ 

The Cuatrman. Counsel, will vou look that over? 

(Document handed to counsel. ) 

Mr. McCabe. Mr. Chairman, this purports to be a copy of a memo 
randum opinion by Judge Carl B. Hilliard, of the Superior Court of 
the State of California. I would suggest that this be accepted along 
with the statement just read for committee reference purposes. 

The (CHAIRMAN. Without objection, it IS SO ordered. 

(The information referred to was filed with the committee. ) 

Is Mr. Dandy here ? 

Raise vour right hand. Do vou solemnly swear that the statements 
you are about to make are the truth, the w hole truth. and nothing but 
the truth, so help vou God ¢ 


Mr. Danpy. I do. 


TESTIMONY OF JOHN PERCY DANDY, VICE PRESIDENT IN CHARGE 
OF GROUP INSURANCE OPERATIONS, OCCIDENTAL LIFE INSUR- 
ANCE CO., LOS ANGELES, CALIF., ACCOMPANIED BY J. STUART 
NEARY, OF GIBSON, DUNN & CRUTCHER, LOS ANGELES, CALIF. 


Mr. Weirmer. Will you state your name, please ? 

Mr. Danpy. John Perey Dandy. 

Mr. WeitrmMer. Your address ? 

Mr. Danpy. The office address, Occidental Life, 1151 South Broad 
way. 

Mr. Wevrmer. Your position in the company ? 
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Mr. Danpy. I am vice president of Occidental in charge of group 
insurance operations. 

Mr. Weirmer. Mr. Dandy, I would like to have you read a letter 
under your signature the date of which is August 20, 1951, to Mr. 
Jordan L. Jones. 1812 J Street, Sacramento, Calif. Would you read 
it aloud, please ¢ 

Mr. Danpy (reading) : 


Subject: Las Vegas Sheet Metal Workers. 

DeAR JORDAN: You asked me to investigate the possibility of paying standard 
graded commissions on this case I find that we quoted reduced rates with the 
understanding that it would be pooled with the Southern California Sheet Metal 
Workers and that the same retention would apply to both policies. Obviously, the 
commission must be the same on both of them 

However, if it is possible for you to obtain an agreement that we retain during 
the first year 17 percent of the premiums on the Las Vegas case, we are willing to 
pay you 414-percent first-year commission instead of 24% percent which would 
otherwise be payable. The renewals will be 2 percent which is the same amount 
allowed on the southern California case I am sorry that it is not possible fgr us 
to allow any higher first-year commission 

I would again urge that you take advantage of the assistance which our re- 


gional group Suvervisors Can give you on these cases and thus cut down your ex- 
penses in connection with the selling of them. I can assure you that our super- 


visors have no commission interest in group cases, but act entirely as salaried 
representatives of Occidental 

Best personal regards. 

Sincerely yours, 
J. P. Danby, Vice President 

Mr. Wevrmer. If I understand that letter correctly, it indicates 
that you offered to pay Mr. Jones a 414-percent commission for the 
first year, instead of 214, if he were successful in obtaining an agree 
ment so that your company could obtain 171% percent for the first 
year. 

meventeen percent, excuse me. 

Will you explain why you believe that your broker, Mr. Jones, would 
be in a position to assure your company in 1951 that the Las Vegas 
Sheet Metal Workers welfare plan would be pooled with the Los 
Angeles group ¢ 

Mr. Danpy. Well, the only way that he could assure us that would 
be after consultation with the trustees of the southern California 
group and get their approval of such a pooling. 

Mr. Weirmer. What influence did your broker, Mr. Jones, com 
mand in this situation ? 

Mr. Danny. Well, he was the broker. I don’t think I could answer 
what influence he had. He is the man that we always dealt with. 
or we dealt with mainly, on the group case. 

Mr. Weittmer. What would be the advantage of your company in 
getting a 2-percent increase in the retention rate and turning around 
and oly ing the entire 2 percent to Mr. Jones as commission ¢ 

Mr. Danpy. None at all. 

Mr. Werner. I have here a letter—a photostat of a letter—dated 
July 80,1951. It is a memorandum to Mr. Don Lee Hartman, assist 
ant group superintendent, and signed by G. V. Jenkins, administrative 
assistant: 


This will acknowledge your July 27 inquiry concerning general agent’s over 
writing commission on the above case. 

It appears, Don, that we may not have complete information in our files since 
I believe this is the case that we discussed with Bill Royer several weeks ago, 
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at which time he explained to us that he had been working on this case through 
the employer, and that Herb Eagle had made a trip to Las Vegas and explained 
to him that unless he left this case alone it was quite possible that Occidenta 


would lose this business entirely The reason behind Herb Eagle’s visit, as it 
was explained to me, was that Rover was not looked upon with favor in the 
eyes of the union and that they wanted him to have no part of this business 

Since, if these facts are true, it would undoubtedly have a bearing upor 
decision as to overwriting credit, we would e to have as much information 
about this case and its origination as possible before making a decisi« 


G. W. JENKINS, Administratia {ssistant 


Mr. Dandy, would you state who it was that looked upon your 
representative, Bill Rover, in disfavor ? 

Mr. Lucas. Pardon me, Counsel. Will you connect Mr. Dandy 
with that letter before he answers the quest lon ¢ 

Mr. Wetrmer. The letter is from the Occidental Life Insurance 
OO0s and it is i memorandum from one section to nother section of 
Mr. Dandy’s oflice. I would like to have him, since he is in charge 
of this section, explain who looked upon Mr. Rover with disfavor 

Mr. Lucas. Would Mr. Dandy have any reason to know about the 
contents of this letter ? , 

Mr. We! rMER,. Yes: he would. 

Would you repeat the question 4 

(The reporter read from his notes as requested. ) 

Mr. Danny. In the letter it says— 
rhe reason behind Herb Eagle's visit, it was explained to me, was that R 
was not looked upon 
Who was the person ho explained to him I am sorry, I don’t know 

Mr. McCape. Mr. Dandy, could you tell us for the record who Mr. 
Rover is? 

Mr. DANDY. Mr. Rove is the veneral agent of the company in 
Nevada. 

Mr. Mx CABE. Does he have an assioned terl Ivory 6 

Mr. Danny. Yes; Nevada. 

Mr. McCapr. The State of Nevada is his territory ? 

Mr. Danny. I believe at that time it was southern Nevada. He 
now has the entire State of Nevada. 

Mr. McCanr. According to this memorandum, someone in the union 
looked upon him with disfavor? 

Mr. Danny. Yes, sir; that is what the letter says. 

Mr. McCarr. Did T understand you correctly a moment ago to say 
that you had no knowledge as to the identity of this person who might 
look on him with disfavor ? 

Mr. Danvy. That is right; I don’t. 

Mr. McCarr. Have vou ever heard of that subject before ? 

Mr. Danny. I have no recollection of that particular thing. I see 
there is no copy of this letter sent to me at the time it was w ritten. | 
have, of course, seen it in the files since then. That was 3 years 
later. 

Mr. McCanr. Do you have any idea of reasons why anyone might 
look upon him with disfavor 4 

Mr. Danpy. Yes. I think, or at least the inference is in here, that 
he has been dealing with the employers, I assume endeavoring to sell 
them group insurance. No,singular;it saysemployer. I don’t know 
who that would be. It is not employers. And the inference is also 
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there because he was doing that, that he was not in favor in the eves 


of the union. 

Mr. Weirmer. Mr. Dandy, I would like to read two more photo- 
stats of letters and possibly t might retresh your memory on the sub- 
ject. One is January 10, 1952, to Mr. Don L. Hartman, assistant 
group superintendent, Occidental Life Insurance Co., signed by Mr. 
Irvin Barr, general agent: 

DEAR Don: I must apologize for not answering the letters that I have been 
receiving in regards to signing commission agreements on th ibove case 

Every week since receiving the first letter I had expected to be in the home 
office to discuss this case 

I wouldn’t mind giving my friend Bill Royer the commissions on this small 
case because I started him in the business and I am interested in his success 
However, I certainly do not want to establish precedent in the sheet-metal case 
which I am sure we have control of and we are going to expand it in to other 
areas In fact, we have just received approval from the Wage Stabilization 
soard on other locals and this approval is over and above the 10 percent which 
they already have obtained 

l expect to be in the home office very soon and will be glad to discuss this 
commission agreement at that time 


The other one is also to Mr. Don Lee Hartman, assistant group 
superintendent, and signed by Robert Rush, supervisor of group sales, 
administrative section, Occidental Life Insurance Co. : 

Attached is a memo from Gordon Jenkins stating that we do not have complete 
information on the above case It is true that the union officials have indicated 
that they did not wish Mr. Royer to participate in any part of the commissions, 
however, I believe that they were referring to soliciting agent commissions 
It is certainly not within their power to dictate to us how the overwriting com- 


mission will be disposed of 


The application for this case has heen received and the underwriting depart- 
ment has presented the question of the proper name to show in the acknowledg 
ment letter. This is a bit awkward since it is actually in Herb Eagle's territory 


nd Herb at one time was trying to write the case from an emplover standyx« nt. 
Jordon Jones has evidently handled all negotiations directly with the home office 
up to this date 

It is my recommendation that we again request from the agency departinent a 
decision regarding the overwriting rhe problem of the correct person to des 
ignate in the acknowledgment letter seems to be our problem and I recommend 
that we do not show Herb Eagle’s name in the letter but rather make the letter 
in a general form so that it merely acknowledges receipt of the application and 
oes not refer to any specific group office 

Mr. McCaner. Mr. Dandy, while counsel is presenting these, could 
you identify Mr. Barr for us? 

Mr. Danpy. Mr. Barr is the Sacramento general agent, in the Sacra- 
mento and surrounding territory. 

Mr. McCane. His territory, then, would be contiguous to joining 
that of Mr. Royer? 

Mr. Danpy. May I have it reread ? 

(The reporter read from his notes as requested. ) 

Mr. Danny. No, at that time, Mr. Royer just had southern Nevada, 
and I don’t believe the Sacramento territorv—now, I would not know 
exactly whether it goes down into the wastelands along the California- 
souther Nevada border for sure, 

Mr. McCanr. Would Mr. Barr’s territory include that of Mr. Royer? 

Mr. Danny. No, except that that territory is not a complete dis- 
tinction. I would like to explain that, if I might, about general 


ents. 


y 
ane 
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Mr. McCane. I think for the moment I want to establish the ident ly 
and territory of these gentlemen 

Mr. Weltmer will follow through with his questions. 

Mr. Wetrmer. Do you have any other comment to make on the 
letters, Mr. Dandy ¢ 

Mr. Danny. I would like to explain about general agents w 
are referred to in this letter, if I might. 

Mr. Weurmer. The thing I would like to know now, Mr. Dandy, 
is if vou knew who they were talking about when they looked DO! 
Mr. Rover with disfavor. | thought perhaps those letters mM oht 
refresh your memory. 

Mr. Danpy. I am surmising, I do not know of my own knowledge, 
it would look like Mr. Rush had sald to him, becau e I noticed that 
in his memorandum, Mr. Rush says: 

It is true that the union officials have indicated that they did not wish Mr 
Royer to participate in any part of the commissions 

Mr. WertLTM! R. Mr. Dandy, do you know whether or not this man 
was Tom Hanley ? 

Mr. Danpy. No; I wouldn't. I also would not know whether that 
was a direct indication to Mr. Rush or whether it had come to him 
through a second party or through a third party. There is no ind 
cation in the letter to say which it would be. | had ho knowledge of 
Mr. Rush having any contact with any of the union officials. 

Mr. McCanr. Mr. Dandy, do you have anv reason to doubt the fact 
that some union official looked upon Mr. Royer with disfavor ? 

Mr. Danpy. No. sir. 

Mr. McCapse. You have no reason to doubt that / 

Mr. Danpy. I have no reason to doubt it. Shonen I have no 
reason to affirm it either. I don’t know, other than what is said in 
here, 

Mr. McCanr. And those are your company’s memoranda 4 

Mr. Danpy. Yes, sir. 

Mr. Wetrmer. I would like to read an excerpt from a letter dated 
April 29, 1954. to the trustees of the Sheet Metal Workers Welfare 


Fund of Southern California, Arizona, and Nevada, 2008 bm 
Seventh Street, Los Angeles dD, | alif. It isin relatio ntogrou p poli 
No. 2355 LI, signed by Mr. Halverson, assistant vice president ‘ Thic 


is in specific reference to the insurance of unemployed or retired 
members. 

It says this, in quotes: 

Therefore, effective June 1, 1954, it will be necessary that all persons insured 
fully meet the eligibility requirements as set forth in the master policy 

Will you explain why your company permits insurance of unem 
ployed and ret ired members when the policy clearly states that it 
covers persons who are in full-time active emp sloyment with an em- 
plover who is a party to an existing trust agreement 4 

Mr. Daxpy. Mav I see it? , 

Mr. WevrMer. Yes. 

(Document handed.) 

Mr. Danpy. Could IT speak with Mr. Halverson for a second on 
that ¢ 

Mr. Wevrmer. Certainly. 

(Witness conferred. ) 


S14 4 pt. 1 











ive WELFARE AND PENSION FUNDS IN LOS ANGELES AREA 
Mr. Danpy. I am not sure, Mr. Weltmer, whether you read the first 
paragraph of this letter. Did you? 
Mr. Weurmer. Yes, I have read it. 
Mr. Danny (reading): 


It was recently brought to our attention 


We had just found out that they had. been covering retired 
members. ‘The premiums were being paid for them. The retired 
members were paying the premiums into the trust office and the 
administrator was sending us the premium for the retired members 
alo o with the others. However. the policy contract, as it stood. ' e 
certainly did not cover retired members. I think you read the word 
ne. It referred to working for employers. We. therefore, advised 
them that this couldn’t go on. We would have to terminate the in 
surance on these retired members. 
Mr. Weirmer. In other words, it was entirely without your knowl 
edave ¢ 

Mr. Danpy. Yes. Did you read the entire letter, Mr. Weltmer ? 

Mr. Wevrmer. Yes, I read the entire letter. 

Mr. Neary. It wasn't read into the record, and I think we ought to 
read it. 

The CHatrMan. It is so ordered. 

Mr. Danpy (reading) : 


It was recently brought to our attention that certain retired members were 
being covered under this policy 

Such a procedure is entirely outside the terms of the contract, and the admin 
istrator was advised through your broker, Mr. Jordan Jones, that immediate 
action was necessary to remove these persons from the plan 

It appears that preliminary steps have been taken to accomplish this end 
We sincerely feel that the continuing success of the plan is dependent, to a great 
extent, upon removing these individuals without delay 

Therefore, effective June 1, 1954, it will be necessary that all persons insured 
fully meet the eligibility requirements as set forth in the master policy. 

In order that a minimum amount of hardship will be worked upon those re 
tired members who have been insured, they will be permitted to convert their 
life and hospital coverages in accordance with the policy provisions. However, 
this does not extend the conversion privilege to retired members who have 
not been so insured, 


The CHamman. Mr. Dandy, that letter is dated when ? 


Mr. Danpy. April 29, 1954. 

The CHamman. April 29, 1954? 

Mr. Danpy. Yes. 

! he CHAIRMAN. For how long had the policy been going on before - 


that letter was written ? 

Mr. Danny. The policy was issued January 1, 1951. At what date, 
Sir, they started to cover retired members, I don’t know. We found 
it just shortly before this letter. 

The CHamrMan. You do not make a policy of following your in 
surance policies outstanding ? 


Mr. Danpy. In this case, there was an administrator appointed by 
the joint trustees, the employer trustees and the employee trustees, 
to handle all the details of the plan. The master policy was in the 
administrator’s hands. We have no reason to assume that he is not 
following the terms of the policy. Until something comes up to 
indicate that he isn’t, on a matter like this, particularly, there is no 
reason for us to check into it, sir. We must assume the administrator 
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is handling it in accordance with the instructions which have been 
given to him. 

The CHAIRMAN. Would I be correct Ih assulming, 
laxness somewhere along the line? 

Mr. Danpy. Laxness might be a strong word. Whether the adm 
strator misunderstood, I wouldn’t know. I don't believe there was 
laxness on the part of Occidental. 

The CHAIRMAN. But you would not deny that there was laxness 
somewhere along the line in the following out of 2 contract ? 

Mr. Danpy. There was certainly an error in following it out; yes, 
sir. They cid not follow the policy terms In bringing these people n. 

The CHarrMan. I would think that a person responsible for the 
handling of such things would know a good deal about the policy and 


~ 


1 \ 
then, there was 


how it was being carried. That is why I used the word “laxness.’ 
I think we would call it that in our business. 

Mr. Weirmer. Mr. Dandy, I would like to read an excerpt fron 
another letter. Incidentally, I will read the entire letter inte the 
record. It is dated June 10, 1954, to Mr. A. B. Halverson, assistant 
vice president, group underwriting and operations division, from Mr. 
Thomas R. Martin, regional group manager, Occidental Life Insur 
ance Co. | read the last paragraph : 

It might be of interest to you and to our sales division to know that dire¢ 
as a result of the company’s inept and disappointing treatment lately of this 
broker with respect to this case, the Occidental has been placed in the unique 
ind miserable position of not being “on the inside looking out” when we quote 
on the Sacramento painters case next week, involving $100,000 annual premiut 
ones tells me that on this case we will not get a second chance, and our qui 
tion will be treated exactly like the other six companies Chis will very likely 
result in the other six companies beating our brains out as they always 
because, as you know, the only 


and it is underlined 


reason we write any of this negotiated business is that we are fortunate enoug] 

have broker control. 

Mr. Dandy, would vou explain to me what is the extent and nature 
of the broker control 4 

Mr DANDY. I would like to say, first, that is the opinion of a sales 
man, a group fieldman, selling group insurance for Occidental. It 
does not represent, necessarily at all, the opimmion of the Occidental 


officer. What he has in mind J could only Ssurniise. ] think | know 


what he has in mind. | believe the first group case Mr. Jones p! iced 
with Occidental was the northern California sheet metal case, and 


at that time there were a number of agents, brokers, who wanted to be 
named broker on the case. Our Sacramento group salaried fieldn 

an eniployee of Occidental, selling group Insurance, Wol ked with Mr. 
Jones. It was an Oakland case. 

He went over with Mr. Jones many, many, many times al d worked 
with him. In other words, we gave Mr. Jones very fine service, and 
it ended up that Mr. Jones was named broker on the northern Cali- 
fornia case and that Oecidental got it. 

Then on the southern California sheet metal case, we put in bids 
tlong with some other companies, and we were awarded that one. 
We had always apparently Mr. Martin thinks we have been slipping 
n the last few months—we had always given Mr. Jones very good 


service, and I would eather that Mr. Martin felt that as a result of 
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that, Mr. Jones, all other things being reasonably equal, would like 
to have Occidental get the case. 

Mr. Wetrmer. Do you say that that does not necessarily reflect 
() dental’s opinion? Does it? 

Mr. Danny. It certainly does not reflect mine. I don’t know of any 
broker control. We don’t own Mr. Jones. We don’t control him in 
any way. He is a ce mpletely independent broker. The only possible 
reason that he would have for placing the insurance with us is that our 
rate is O. K.; it is in line with the others, and that we give him good 
service. 

Mr. McCapr. May I go back a moment, Mr. Dandy, to your dis- 
cussion of the Nevada case in which Mr. Royer’s name came up? Can 
you tell us who was the broker on the final placement of that insur- 
ance policy in Nevada? 

Mr. Danny. Mr. Jones. 

Mr. McCane. Mr. Jones of Sacramento? 

Mr. Danny. Of Sacramento. That is the way Mr. Barr came in. 

Mr. McCase. Did Mr. Royer share in the commission and that sale 

Mr. Danpy. On that sale? I will have to explain that commission. 
We are an agency company. We appoint general agents covering ¢ 
certain territory. It is their job to hire agents, train agents, house 
agents, to contact brokers and get them licensed with Occidental so 
they will place business with Occidental. They normally write very 
little insurance themselves. They are not salaried, they are independ- 
ent contractors. But they get peid by what we call an overwriting 
commission on all the business placed by the brokers or the agents that 
they have signed up in their territory. That is what is referred to 
as a commission. 

Neither Mr. Barr nor Mr. Royer were named agent on the case. 
They got an overwrite which we pay in lieu of a salary that we would 
pay if he were a salaried branch manager of Occidental. We pay 
them salaries. We have both salaried branch managers who do the 
same work and we have general agents who are working on an over- 
write commission basis. 

The reason there was a dispute about this was that the broker was in 
Sacramento, Mr. Barr had signed him up, but the case he sold was 
down in Mr. Royer’s territory. We have instructed—we have had 
instructions out for a long time to the general agents—that when the 
broker or agent of one genera! agent goes to al other general agent's 
territory, that it is entirely up te the home office to decide how the 
overwrite will be split between the two of them. 

Mr. McCasne. I appreciate that explanation, Mr. Dandy, but I 
would like, if we could, to establish specifically whether Mr. Royer 
received any sales commission on this transaction. 

Mr. Danpy. Mr. Royer received one-half of the overwrite commis- 
sion. He received no direct commission as agent on the case. 

Mr. McCapr. Would he have received any direct commission as 
agent had he been successful in placing the business were it not, we 
assume, for the objection which some union official lodged against 
him personally ? 

Mr. Danpy. If the trustees to whom the policy is issued had named 
Mr. Royer as the brol er on the case, Mr. Rover Mv ould have received 
writing agent’s commission as well as overwriting commission. 
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Mr. McCapser. And that writing agent commission in this case was 
paid to Mr. Jones at Sacramento because he was the broker named ? 

Mr. Danpy. Yes. 

Mr. Neary. Can we read this entire letter into the record ? 

Mr. McCapse. I believe that is in the record. 

Mr. Neary. The entire letter is not in the record. 

Mr. Wetrmer. The entire letter is going r to be admitted. 

Mr. Neary. I just think that the entire 

Mr. McCarne. May we suspend for just a moment on that, and 
me ask this further question of Mr. Dandy? 

Do you know, Mr. Dandy, do your company records indicate, that 
the trustees in this case actually decided that Mr. Jones, of Sacra 
mento, would be the agent ? 

Mr. DANDY. The w: ay that the agent is namen is on the ap pl ication 
for the insurance. I do not have the : application with me. I believe 
you have it. I think you will find that the application is signed by 
two of the trustees. Probably if I could see the application, lL could 
tell you for certain. 

Mr. McCapse. The reason I asked that— 

Mr. Danpy. And Mr. Jones’ name appears as soliciting agent on 
the bottom lefthand corner. 

Mr. McCapser. I asked that question specifically because of your 
response to an e% arlier question wherein you said that Mr. Royer woul | 
have received the writing commission had he been named as the bro- 
ker by the trustees. I wonder if you can tell us definitely whether Mr. 
Jones was named as a result of some formal action by the trustees ? 

Mr. Danpy. I am sorry, I can’t tell you that. We take our recoi 
from the application. 

The Cnarmman. Mr. Counsel, is there any reason why all these 
letters should not be read in their e sntirety at all times 

Mr. McCape. None whatever. We are trying toe xpe dite. 

The Cuarrman. I think it would be wiser to read all letters. 

Mr. McCane. I believe Mr. Weltmer’s request was that it be in- 
cluded in the record in its entirety. 

The Cuarrman. If it is included in the record in its entirety, that 
is all right. 

Mr. Neary. Shall we read the first page of the letter ? 

Mr. Wetrmer. It has been included. Shall we read it into the 
record ? 

The Cuarrman. Not if it is included. If we have the letter here, 
we are not going to listen to it again. You did not request that it be 
put into the record. 

Mr. Wetrmer. I request that the letter be put into the record in 
its entirety, Mr. Chairman; all of the letters. 

Mr. Neary. May we read it? 

The CuarrMan. It is in the record now. 

Mr. Neary. I talked to Mr. Weltmer this morning, and he ex- 
plained to me that he had certain pinpointed questions of Mr. Dandy 
which he wanted to ask this morning to connect up with other testi- 
mony. I said I was perfectly willing to expedite the matter. But 1 
think that there are certain inferences that are possible to be oe 
I don’t want to interupt the hearing at this point, but I do think ; 
some point in the hearing when it is convenient we ought to be able 
to make full explanation to clear up any possible—— 
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The Crarrman. Is there anything that has to be cleared up? Let 
us take it now and get it finished. Is there anything that has to be 
cleared there that is not clear from your letter? If so, read it. It is 
whatever you think. We want the facts, that is all we want. We do 
not want anybody smeared unnecessarily. 

Mr. Neary. Mr. Dandy wanted to explain about this broker and 
agency business. 

The Cuatrman. All right. Read it and explain it, then. 

Mr. Danny. This is an interoffice memo dated June 10, 1954, to 
Mr. A. B. Halverson, assistant vice president, group underwriting 
operations division, regarding policy 2355-LH, Southern California 
Sheet Metal. 


As you know, Jordan L. Jones has always been desirous of having all routine 
matters handled with this policyholder through him and has always had the 
understanding with home office that correspondence, etc., would be directed to 
and routed through him instead of directly to the administrator and/or trustees 

While Ron Martin was with us, this request of Jones was complied with, and 
everyone was relatively happy about everything. 

Lately, we seem to be going out of our way to irritate, infuriate, and alienate 
this fine source of business, as far as the handling of this particular case is con- 
cerned. Jones showed me three letters yesterday addressed directly to the 
policyholder, the administrator, and the trust’s auditing firm, and mailed directly 
to them from our representatives 

1. April 29, letter to the trustees, subject retired members, signed by A. B 
Halverson 

2. May 3, letter to John Fuller, administrator, subject subgroup reporting 
forms, signed by N. R. Wagner 

May 21, letter to M. A. Samuelson & Co., auditors, subject reserves for in 
curred but unreported claims and maternity, signed by J. D. Anderson. 

It seems a small enough thing for an insurance company to comply with the 

ighly unusual request of a broker that he be permitted to work on a case. As 

1 must know, all too often we are faced with the opposite situation where 
securing the cooperation and assistance of the broker is like pulling teeth 

I would appreciate vour checking where we got off the track, as far as the long 
standing policy of dealing with this policyholder through the broker is concerned, 
and putting us back on it. 





Phen comes the paragraph whi h Mr. Weltmer read. That letter 
ndis ates, ot COUTSe, that Mr. Jones, who Was the broke on the Case, 
was desirous ot having everything through him, and felt quite con 
cerned because we were not working with him. 

‘| he CMAIRMAN. Proceed. Mr. Counsel. 

Mr. Danny. Asthe broker, he wanted to work with the case. I think 
that is obvious from the letter. 

Mr. Lucas. I think it appropriate to ask at this point: Was the sug 
gestion of the author of that letter complied with or did the company 
change Its policy 4 

Mr. Danny. It is our normal practice, sir, to deal through the broker. 
\pparently. on 1 or 2 things here we had failed to do it. Normally, 
we do deal through the broker. 

Mr. Lucas. You did not answer my question. Did you change your 
policy ¢ 

Mr. Danpy. I can’t answer of my own knowledge, but I feel sure 
we would have changed; yes. 

Mr. Lucas. Then, in all correspondence and in dealings with the 
policyholder, your company was represented by Mr. Jones? 

Mr. Danny. Mr. Jones was the broker. Not all dealings. sir. not on 
the claims. Mr. Jones wasn’t. We would deal directly with the admin- 
istrator on any claim problems. Normal correspondence with the 





' 
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trustees or the administrator, if there has been any following th 
letter, would have gone through Mr. Jones, 1 feel quite sure. 

Mr. Lucas. Parden me, Counsel. 

Mr. Wi LTMER. Mr. Dandy, I would like to read an oflice memorat 
dum, dated November 15, 1951. to Mr. Gordon V. Jenkins, assistant 
division manager, from K.S, Jensen, group superintendent : 


Jordan Jones, an agent of Irv Barr, is now working in southern California 
on the sheet-metal workers case. Our group representative, Mr. Herb Eagle, 
is Working with him. 

Mr. Jones tells me that very shortly he will be negotiating a sheet-metal 
workers case in Nevada on two locals covering about 200 employees. I unde! 
stand one of the locals is located in Las Vegas and the other in Reno. I am not 
certain where the headquarters are or where the application w 

Mr. Jones has already applied for a Nevada license 

Jordan Jones is also planning to negotiate a sheetmetal workers case in 
Arizona We are now getting the information for him relat 
agent’s license there 


| 


| be signed 


ve to securing an 


I am passing this information on to you so that you can determine what 
agency problem is involved and whether all or any part of the overwriting should 
go to our general agents in Nevada and to Mr, Tinnin by virtue of business 
being Written in Arizona, 

K. S. JENSEN 

Mr. Danny. That is Mr. E.S. Jenson, instead of K.S. Jensen. 

Mr. WreLTMER. Do you care to comment on that letter 

Mr. Danny. This is along the same lines that I mentioned before 
We have a Sacramento broker thinking about a case which we hoped 
we nught vel in southern Nevada and one in northern Nevada where 
ea h place ut that time we had a ceneral agent, and in Arizona where 
we also had a general agent. It is the thing of a broker from one 
general agent moving over to another general agent’s territory. We 
must make the decision as to how we split our overwrite Commission 
between our general agents. 

Mr. Wetrmer. Mr. Jones is an agent of Mr. Barr, is that correct ? 

Mr. Danpy. He is either an agent or broker. At the moment, I 
wouldn't know. 

Mr. McCape. Mr. Dandy, I believe that letter refers to him as an 
agent of Mr. Barr: is that correct? Correct me if lam wrong. 

Mr. DANDY. He says an agent. While there is a definite distn ction 
between them, sometimes people say agent where they mean broker. 
So I would not swear which he is. 

Mr. McCape. In that connection, Mr. Dandy, whether he is an agent 
or a broker, as you suggest, would he in either capacity have been 
paid any commission or any expenses, rather, by Mr. Barr 

Mr. DANpY. Ihave no knowledge of that. 

Mr. McCasr. Asa matter of practice, should Mr. Barr in a situation 
of that type share in the expenses incurred by Mr. Jones in acquiring 
and placing the business ¢ 

Mr. Danny. Normally not. Normally, a general agent does not pay 
traveling expenses if an agent goes out to sell business someplace. 
If he is an agent, usually often, very often, supplies him with office 
space and typist help and stationery and all of that sort of thing, but 
it is not normal for a general agent to pay traveling expenses. If he 
wanted to, he could. It isnot normally done. 

Mr. McCane. It is not normally done / 

Mr. Danpy. It isnot normally done tomy knowledge. 








178 WELFARE AND PENSION FUNDS IN LOS ANGELES AREA 
Mr. Weurmer. I would like to read another memorandum dated 
November 9, 1951, to D. G. Stewart, group underwriter, Occidental, 


from Robert Rush, supervisor of group sales, administrative section : 


Attached are agreements for Jordan H. Jones for this case. These agreements 
are being sent to you for forwarding so that we will be absolutely clear as far 
as the amount of commissions is concerned. I understand that Mr. Jones was 
offered increased commissions in conjunction with an increase in the retention 
for this particular case. When definite arrangements have been made, the 
commission agreements should be forwarded for signature 

Signed Mr. Rush. 

Would you care to make any comment about that memo, Mr. Dandy ? 

Mr. Danpy. That refers back to that previous memorandum of 
mine, the first one, where I said that 


if you got a 2 percent higher retention on this particular Las Vegas case, we 


would be willing to pay 4% percent first-year commission 


This appears to have been then sent to our—no, it was sent to our 
internal, Mr. Rush, in the office, asking him to be sure that we don’t 
send out the agreements for 414 percent unless we also have the 
agreement on the highe retention. 

Mr. McCane. Mr. Dandy, on that matter of retention, the first ques- 
tion asked of you, I believe, dealt with a proposal under which the 
compan) iv would be assure dal7 percent retention on the Nevada case. 
Can you tell us, first of all, whether the business was negotiated 
a rate, a retention rate, of 17 percent ¢ 

Mr. Danpy. I can’t. 

Mr. McCaBe. May | ask, Mr. Dandy, that you refer to the photo- 
static copy of the letter and see whether there is not some penciled 
notations on the side which might refresh your recollection on that 2 

Mr. Danpy. There may be, but I am not sure I can read it. 

(Document handed to witness.) 

Mr. Danny. If that isthe letter isthat the right letter ? 

Mr. Neary. You can ascertain that information for him. 

Mr. Danny. Yes, it is written on here. It says: 

Jordan Jones during visit to office week of October 15 stated that local S8 would 
take agreement of 83 percent first policy year 

So I would gather from that that they did agree to that; yes. 

yt Mi Cape. So, apparently, the agreement was made for a sale 
at a 17 percent retention to Occidental. Can you tell us, Mr. Dandy, 
whi s impact that retention agreement had on the fund? 

We are speaking now of the first year, which is the subject we are 
covering. 

Mr. Danny. To the best of my knowledge, in spite of that state- 
ment that it would be pooled with the cided California case, in 
all the calculations I have seen we have not included that Las Vegas 
policy for its premiums or its claims from the date of issue up until 
July 1, 1953, I believe it was, when it terminated. I don’t think those 
premiums—that was a separate policy and the calculations I have seen 
in the southern California came only from the southern California 
policy. 

Mr. McCanr. Mr. Dandy, what I am interested in specifically is 
what effect would this agreement for a 17 percent retention have on 
any policy during its first premium year ¢ 

Mr. Danpy. This policy 2604 issued to the trustees of the Sheet 
Metal Workers Local 88 in Las Vegas was issued as a separate policy. 
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For the time it was in force, the amount paid out in claims exceeded 
the amount we took in in premiums. So whether the retention were 
17 percent or 15 or 10 or 5, we didn’t get it. We didn’t get any reten- 
tion on it. I am quite sure it was never taken in with the southern 
California experience. It terminated July 1, 1953. 

Mr. McCare. Mr, Dandy, that brings up another point I want 
to explore in just a second. Wouldn't it be a fair statement to say 
that with a 17 percent retention the fund itself would get 83 percent of 
the premiums, where with a 15 percent retention the fund would have 
access to 50 percent, and under this 17 percent retention agreement, 
the welfare fund received a lesser amount of money in that first pre 
mium year. Is that not correct, sir? 

Mr. Danpy. That is not correct; no, sir. 

Mr. McCape. Would you tell us how that is incorrect 

Mr. Saleen: If the claims had been under 83 percent of the pre- 
miums, your statement would be true. Actually, the claims, I am 
quite sure for the first year, certainly for the lifetime of the policy, 
were greatly in excess of that amount. 

Mr. McCapsr. I am talking now, Mr. Dandy, about this proposal. 
As it was first brought up, the correspondence deals with a future 
item of business. It specifies that the retention would be 17 percent. 
What I would like to know, if you can tell the committee this, sir, is: 
Does that mean that the company retained 17 percent and the fund 
itself gets 83 percent ? 

Mr. Danpy. Yes, provided there is 17 percent left for the company 
to get. And I would also like to add there that this policy was small. 
There were not many lives covered. It was a small premium. ‘There 
was a small premium and if that had been issued completely on its own 
basis without any proposed pooling with this very much larger policy, 
the so-called standard rate of commission would have paid the agent 
considerably more commission than the 414 percent we paid him, ‘and 
the retention we would have kept would have been considerably larger 
than the 17 percent proposed here. It was quite a comparatively 
small group insurance policy. 

Mr. McCase. Projecting this into the future, this was an agreement, 
was it not, that the fund would have 83 percent of the money and 
the company would have a retention of 17, looking at it into the future 
as those letters were. Following that, going to your statement a 
moment ago, you indicated, I believe, that the claims paid under that 
policy exceeded the amount of the premiums. Did I understand you 
correctly there ¢ 

Mr. Danpvy. They certainly did for the lifetime of the policy, 
definitel¥. 

Mr. McCabe. Under that arrangement, can you tell us whether the 
rate was increased during the second year er the policy, the premium 
rate? 

Mr. Danpy. I do not have that information with me. I can get it. 
I have no recollection that it was increased, but I couldn’t state 
definitely without reference to our files on it. 

The Cuarrman. Do you want him to get it, Mr. Counsel ? 

Mr. Danpy. I think they have the information, sir. 

Mr. McCase. We will pass that for a moment, if we may. 

I would like, while I have the floor, to ask one further question 
only, and that is to establish, if it is true, that Mr. Jones, Mr. Jordan 
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Jones. Is a gene ‘ral broke r who recelves b ids and handles business W ith 
a variety of Insurance companies, and if it is not also true that Mr. 
Barr is the agent for Occidental a In that connection, would 
you care to iit on this connection between them, in that Mr. 
Jones appears to have been an agent or broker for Mr. Barr? I think 
that could be explained a little more fully, sir. 

Mr. Danny. All right. That refers back to the general agents of 
the company whose job it is to sign up agents. The agents sign con- 
tracts with the insurance company but they recruit them, they house 
them, give them typing service and so on, and for that they get a 
remuneration of an overwrite commission. ‘They also approach bro- 
kers anes I think a broker is always an agent with some com 
pany. No agent is definite ly hel | to one company. There is nothing 
topping Mr. Barr placing an insurance policy with any other insur- 
ance company providing he has a broker’s license, is properly licensed. 
with that company. 

Mr. McCapse. I see 

Mr. Danpy. But Mr. Barr does spend his time working for Occi 
dental because he vets his overw1 ting « ommission only on the business 
placed with Occidental business wents ind broke ; Ile doesn't vet 
it on the business placed with any other company. 

mn the question about Mr. Jones, to the best of my knowledge, Mr. 
Jones is a broker who places business with a number of different 
companies, 

Mr. Wetruer. Mr. Dandy, will vou kindly explain what is meant 
by a retention rate? Define the term and explain generally what it 
means to vou, ple ise, 

Mr. Danny. The retention is what the insurance company keeps 
out of the premium to cover a variety of items which I can name ina 
momen t. It is what is left after paving all incurred claims, and that 


isn't cash claims, that is incurred claims, and making any experience 
rating aiieel that results. The balance is what we keep to cover all 


expenses, brokers’ commission, State premium taxes, Federal in come 
taxes, our own home office expenses, and a small profit. 

Mr. Weitrwer. When do you take this retention rate out? Do you 
take it out each month as the premium eomes 11, do you take t out 
at the beoinnine of the vear, or the end of the vear, in case there is 
anvthing left? Or when do you withdraw this 17 or 15 or whatever 
it is? 

Mr. Danpy. There is no actual physical withdrawal, the entire 
premium comes in to us, goes through our books. the claims get paid 


1 


through our books, the expenses get paid, there is no physical with 


drawal There is a caleulation made shortly after the end of each 
year, not monthly. 

Mr. Wevrmer. In other words, vou pay claims out of - premiums 
as thev come in, and then if there h: ippens to be that much le tt. you 
can take up to a certain specified amount; is that correct, Mr. Dandy ¢ 

Mr. Danpy. They are paid out of company funds. In a sense, 
they are paid out of those premiums. I mean, if the premiums were 
not enough to pay the claims, we would still pay the claims. 

Mr. Weurmer. In other words, if there were claims amounting to 
110 percent of the premium, you would not get any retention rates, 
even though you had a previous agreement; is that correct ? 
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Mr. Danpvy. That is correct. For that year, we possibly might get 
some of it back later. 
Mr. Wevrmer. What do you mean by the guaranteed retentis 


Mr. Danpy. We have used a guaranteed retention. There 
fey companies that do, but not all of them. That sso as to stop 
uncertainty. It is very easy to say “Our present sca that we 
only kes p so miu ar But vou have no certa t\ t thre eXt veal 
or the year after or the year atter that, that that What the scale 
will be. Mavbe it will be nigner, so we have ised a evnite 
retention, or we say, “Here is what it is, and we will guarantee to 


that that is what will remain and we won't raise it o vou.” 

Mr. WELTMER. Are bid with a ouaranteed retent on rate frowned 
upon in the State of California / 

Mr. Danny. No, sir. 

Mr. Lucas. Counsel, what do you mean “frowned upon” 

Mr. We_rmer. As inthe State of New York. I have a memorandum 
here | would lke to read. Memorandum for all er ip Lit a 
ser ce representatives, dated Jar ary 16, L950: 


( ed Rete 
I has always been our contention that the various State insu 
\ l O} witli l por fu ent 
Furthermore the rv nature ¢ group ins ance coupled \ 
plexion of the economic factors affecting expenses, taxes ind interest 


vives rise to serious doubts as to the wisdom of attempting to guaranter 
tion rates or dividends or eve to the possibility of accomplishir 

tments for any period of time in the future 

Mr. Horr, Would you identify that letter 

Mr. Wreirmer. This is a memorandum, a copy, from the State of 
New York Insurance Department, New York City. The cover letter 
s dated December 22, 1949, signed by Ravmond Harris, deputy 
intendent and counsel. 

Mr. Neary. Isn’t that to protect the solvency of the nsurance con 


pany so the insurance company will not guarantee that the rate 1] 
not char ve when the expense ind eclain 570 up? 

Mr. Wetrmer. I was interested in Mr. Dandy's answer to thi 
tion whether in his opinion or trom his knowledge are bids wit 


cuaranteed retention rate frowned upon 1 California as 

Ne Vi Yo 

Mr. Danny. You said “frowned upon.” They are certainly not for 
bidden and we have had no indication that thes don’t want stod 

Mr. Weiter. I have here a memo dated February 27, 1951, which 
relates to the formula used by vour company me adam tering the 
sheet-metal workers’ policy, and ask you whether this is the formula 
which was used by vour company 

(Document handed. ) 

(The infor mation referred to was filed with the committee. ) 

Mr. Danpy. The final figure of 15 percent is the amount that \ 
in the guaranteed retention, dated February 27, 1951, given to the 
trustees. The breakdown of that retention was made up at a very 
much later date by me, and is as close as I could come at that 
to what would have made up that 15 percent. 

Mr. Wettmer. Was the retention rate revised by vour company 
as of January 1, 1952? 
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Mr. Danpy. It was eventually revisd in March of 1952. We gave 
them a lower retention to be issued effective January 1, 1952, on the 
assumption that claims would be settled by an administrator without 
expense to us. That was 9.25 percent for a loss ratio of 60 percent 
or under. It subse quently minadend that we had kept on paying 
claims. It wasn’t until February 1953 that the adminis trator took over 
claims. So we substituted a revised letter to give us 11.25 percent dur- 
ing the period we were paying claims, reducing to 914 percent as soon 
as they took over the expense of paying claims. 

Mr. Weitmer. What wasthe revised retention rate / 

Mr. Danpy. It was 11.25 percent for the period from January 1, 
1952, to January 31, 1953, and then 914 percent thereafter. 

+74 Wetrmer. If my memory serves me correct, Mr. Dandy, that 
retention rate was based upon a 60 percent loss ratio, and it increased 
0.15 for each 1 percent. 

Mr. Danpy. Fifteen hundredths of 1 percent for each 1 percent 
increase. 

Mr. Wetrmer. That is right. So if the loss ratio was 85 percent 
the retention rate would be approximately 15 percent and not 11.25; 
is that correct ? 

Mr. Danvy. It would be exactly 15 percent, wouldn’t it, if it was 
85 percent ¢ 

Mr. Wetrmer. Thank you. Did you include in your revised rate 
also an additional charge of $65 per thousand in connection with the 
conversion of any life-insurance policy 4 

Mr. Danny. Yes. 

Mr. Wevrmer. Was that charge an arbitrary one by your company ? 

Mr. Danvy. No: that is a standard procedure. The re is a definite 
extra mortality risk in life conversions. As far as I know, it is the 
uniform practice among life-insurance companies to charge that up 
as an additional claim _ It is a conversion right we have to give. 
The people who take it are practically always quite impaired lives 
and the result is there is a heavier mortality that is properly charge- 
able against that group. 

Mr. Weirmer. Did you formally advise the trustees that you were 
charging them with such cost when any member converted his policy ¢ 

Mr. Danpy. We sent a retention letter which I imagine was ac- 
cepted by the trustees. 

Mr. Wenrmer. Was there any charge made for this conversion 
privilege during the first year of the policy 

Mr. Danpy. At the time, back late in 1950, the method of getting our 
retention formulas included as more or less a percentage. I ‘have 
estimated 0.3 of 1 percent of the premium is included in the 15 percent 
for that purpose. We then changed that because we felt it fairer 
to charge it on the actual conversions. One group case might not 
have any conversions and it didn’t seem right to charge that. 

Mr. We_rmer. Isee. With reference to this memorandum, wherein 
you set out the items making out the guaranteed retention rate of 
15 percent, you will notice there is included a claim charge of 2 per- 
cent. 

Mr. DaNnpy. Yes. 

Mr. Wettmer. Your attention is invited to the item Occidental 
expense, 3.10 percent. It is noted in the insurance policy relating to 
the teamsters union, you computed the expense ratio on the basis of 
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premium collected and on the scale which you furnished to me. The 
Occidental expense in this case would have amounted to 1.80 percent. 
Mr. Dandy, will you kindly state the reason why the ratio of 3.10 
percent was reflected in connection with the sheet-metal workers’ re 
tention rate ? 

Mr. Danpy. I think I understand the question. 

Mr. Hour. Would you like it repeated ¢ 

Mr. Danpy. It might be better. 

Mr. Hour. Repeat the question, Mr. Reporter. 

(The reporter read from his notes as requested. ) 

Mr. Neary. This case refers to teamsters. 

Mr. Wetrmer. Do you understand the question, Mr. Dandy! The 
point to it, as I understand the fact, is this: The expense ratio from 
which this computation is made is 1.80 with the teamsters, for exam 
ple, and 38.10 on this particular case, and I am interested in the dif- 
ference. 

Mr. Danpy. First of all, this charge of 3.10 I cannot guarantee is 
what actually went in to make up that 15 percent. 

Mr. Wetrmer. I am interested in why the computation was origi- 
nally started that way. 

Mr. Danpy. This 15 percent would have been quoted sometime late 
in 1950, and it would have been based on our 1949 expenses, the 
expense eo of the retention. At that time, the amount of insur- 
ance we had in force was very much less than it was later on. The 
expenses adie se as your business goes up. Our e xpenses were higher 
then at that time for a policy of about $300,000 in premium. The 
allocation of our e xpenses came to 5.10 percent. Our expense charges 
have subseque ntly reduced. You will find that our expense charge, 
the next one, is quite c nee ‘rably lower. 

Mr. Neary. You are referring to the 2.38? 

Mr. Danny. Yes. 

Mr. Wetrmer. I believe you told me, Mr. Dandy, that the scale 
was under $50,000, the percentage was 4.50 percent, from 50 to 100, 
it was 3.30: 100 to 200, 2.30: 200.000 to 500.000, 1.80, and over a half 
million, 1.50: is not that correct ? 

Mr. Danpy. That is my recollection of it; yes. 

Mr. Weirmer. That is the scale that you use? 


Mr. Danpy. That is the one. That is the allocation. Nor? rally, 
we don’t assess the expenses 1n these froups from here t¢ here, and 
from here to here. They are allocated on approximate ly ah exnct 
premium. In the case of the teamsters business, we wanted to get 
over onto a definite basis so that everybody would have an idea ss 


what expenses we were C harging. So for convenience sake, : and the 
is no le gal requirement regarding these retentions whatsoever, we 
used th ose tdtdnt. . They were based more or less on an ave! ve 
expense. I didn’t try to go back and get the first year premium at 
the expense rates in e tect the first year, the second-year premium and 
the expense rates in the second. I jus st sort of pic ked that figure. 
Mr. Weurmer. Thank you. It is noted that you included in the 
retention rate an amount of 2.35 percent for State premium tax. Is 
that the California State tax which is charged on all premium 
payments ¢ 
Mr. Danvy. That is the California tax that is charged on the pre- 
miums less any refunds by the State on all California. 








184 WELFARE AND PENSION FUNDS IN LOS ANGELES AREA 

Mr. Wetter. Is the same rate of tax charged in the State of 
Nevada? 

Mr. Danny. I don’t know. 

Mr Wrttmer. Is the same rate of tax charged in the State of 
Al na é 

Mh hatte : think they are both 2 percent, but I could not be sure 

ithout check he , 

Mr. Wetrmuer. They are 2 percent, and California is 2.35 to the best 
of vour ki owledge, now é 

Mr. Danny. Without further checking, that is; yes. 

Mr. Wetrmer. Would you state whether you give credit on this 
policy or the amount of the premium when no tax or a different 
amount of tax is paid to the State by your company ¢ 

Mr. Danny. We made no adjustment in this policy because at the 
Start | don't beheve there were any Nevada or Arizona peop le i n it. 
It Wisi ‘| until later on that they came in, al cl W he a} they cid eome nm, 
the proportion, the number of people covered, was such that it would 
have made a very good deal of difference in it. 

Mr. Wevrwer. Does your company, Mr. Dandy, in addition to proce 
@SSINnG the claims, also act as administrator of welfare funds and 
such capacity collect the contributions from the various shops? 

Mr. Danny. There are cases Ve have cases where we are doing 
that. You say by collection premiums. Weare the physical agent for 
having the premiums. In other words, we prepare the billing and 
send them out to the various emplover s] 
mn, Hot pavable to Occidental but payable to the trustees, to be de- 
posited into the trustee’ bank account We then prepare for the 
trustees a statement of the premium due and the trustees then sign the 
check for the premium over tous. Yes, there are a few, not many, but 
a few cases of that kind. 

Mr. Weirmer. That is all I have at this time, Mr. Chairman. 

Mr. He LT. Did you have SOT MN thing you wanted toadd ? 

Mr. Danny. Before we left retention, Mr. Holt, I had a statemen 
that I very much wanted tomake. 

Mr. Horr. That is on that subject ? 

Mr. Danny. On the subject of retentions on this policy 2355, 

Mr. Hor FP Is that the policy In question ¢ 

Mr. DANDY. This is the policy In question, 

Mr. Hour. Goright ahead and make your statement. 

Mr. Danpy. I have some figures here. It was stated yesterday 
afternoon that figures were given of the premiums we had received 
onthisease. Mr. Bellino—— 

Mr. Hott. Mr. Counsel, he is reading something that is germane to 
this discussion, as if there are any questions will you ask them ? 

Mr. Danny. Mr. Bellino gave certain figures which I went over this 
morning from our records. I want to have this put into the record. 
The conclusions, as I gathered it, was wrong, that Occidental had kept 
an undue profit on this case, yesterday afternoon in following that 
testimony, or an abnormal or inordinate. 

Mr: Betiino. I did not mention profit, Mr. Chairman. 

Mr. Danny. Well, that we had kept an inordinate amount, I think 
it was; wasn’t it? 

The premiums for the 42 months the police vy Was in—up to June 30, 


1Ops. The checks are to come 


1954. which appears to be the same time period Mr. Bellino used—I 
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find amounts to $1,562,685.20. The cash claims, the claims that were 
paid by the company where the drafts had come oo the bank 
and had come to us, up to June 30, 1954, the same date, totaled 
$1.508,625.28. We paid a rating refund at the end of the first year 
of $22,537.73. The rating refund and the cash claims figure. I think. 
are identical with the ones Mr. Bellino gave. 

I think the premium is just shightly higher than the one he ave 

Thos se were all the hioures, | believe, except the arithmetic balance, 
by subtracting the outgo from the income, that were @iven vesterday 

These figures are given in effect, that is, as if the policy had termi 
nated on June 30, how we stood for that 42-mont] | period We had 
so much in, 


paid so much out, paid a certain refund, and the balan 
we had kept. However, if the policy had terminated June 30, it 
true we would have gotten ho more Income ‘| here woul { have | 
no more premiums paid tous. But it is not true that the claims wou 
have stopped. We have to keep on paying all the claims that wei 
incurred before the policy terminated, assuming it had terminated 
June 30, that were incurred but which had not been reported, had 
not been paid, up to the June 30 date in 1954. 

We also, under the terms of the pol V, must pay maternity claims 
for 9 months; any maternity claims arising during the 9 months fol 
lowing termination must also be paid. I had our records checked 
we have now gone 2% months past the June 30 date—to find out we 
actually have paid out in addition to the cash claims up to June 30 
on claims incurred before July 1, 1954. We have had reported to us 
death claims where the insured died before July 1, a had not been 
paid on June 30, of $8,500. In July and August, and the first half of 
September, we have paid hospital and surgical acta totaling 
$92.523.46 

Mr. Neary. Incurred prior to June 307 

Mr. Danpy. That were incurred prior to July 1, but unpaid by us on 
June 3O, 1954. 

I also had checked the average amount we were paying on maternity 
and obstetrical claims per month to find out what was needed to cover 
this 9 months’ extension on maternity. We had been averaging just 
about $7,000 a month payment, which would mean that 9 months would 
require S65. 000, set up to cover these claims that have fot to be pa al 
without any more premiums com! ng iInas of June 30. 

I also went back to see after the 214 months about how much was 
still left. The first half of Septe unber there was a little over $14,000 
paid, so it hasn’t all run off by any means in the 214 months that have 
gone. Asa very minimum estimate I have used $15,000—I feel pretty 
sure it will be more but I wanted to use a minimum—of hospital and 
surgical claims that were incurred before July 1, but have not yet been 
paid, that haven’t been reported. 

Mainly, the claims have not come in. 

The total of the cash claims plus the deaths and the hospital claims 
already paid, this $15,000 still to come, and the $63,000 mate nity, 1S 
the $1,487,647.74. We also paid the rating refund of $22,537.7: . for: 
total of $1,510,185.47. If we subtract that from the premium income, 
and that is all outgo, just on claims and rating refunds, claims to the 
employees and rating refunds to the policyholder, it leaves us $52 
499.73, which is 3.36 percent of the premium income for that period. 
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I want to flatly say that we didn’t have enough left at the end of the 
first 42 months to pay our straight out-of-pocket expenses of premium 
tax and the broker’s commission. We had nothing left for our own 
expenses. We had nothing left for profit, and we definitely did not 
make a profit on this case. I am sorry we didn’t, but we didn’t. 

Mr. McCapr. Mr. Chairman, may I suggest, if my memory serves 
me correctly, and I believe it does, because we rey iewed the material 
prior to its presentation, the profit was never mentioned, and the word 
Was not used, and it was carefully handled so as to avoid any mislead- 
ing inference from the record. 

Mr. Neary. Just a moment on that. 

Mr. Horr. Justa moment. Mr. McCabe has the floor. 

Mr. Neary. Pardon me. May I make the statement when he 
finishes ? 

Mr. Horr. Mr. McCabe will finish first. 

Mr. McCase. Mr. Bellino was testifying under oath, and his infor- 
mation will be in the record so that the committee may examine it, 
along with the full explanation of Mr. Dandy. I think it only fitting 
and fair that both sides be fully given the opportunity to have their 
views presented in the record as they are. 

Mr. Horr. I would like to make a statement at this point, on the 
controversy over this one particular item or word. This committee 
is gathering facts, and we are not going to draw a conclusion at this 
time. We are seeking information in the field. Mr. Bellino testified 
under oath, and we have his statements. It is perfectly proper and 
fitting that Mr. Dandy give his figures and his version. We will let 
it go at that. 

Io you have something you would like to add? 

Mr. Neary. I just remember very distinctly Representative Lucas 
made the statement in aski nga question of Mr. Bellino 
We are not pointing a finger at Occidental or anybody for making a legitimate 
profit, but in comparison with other insurance companies you have examined, 
does this appear to be inordinate? 


And I think Mr. Bellino’s statement was that 


Occidental in its cases seems to take it for less on some occasions and for more 
on others, but in this particular case this is a very good retention. 


The one thing we wanted to point out, was, and we are not denying 


Mr. Bellino’s statement, I think Mr. Dandy has made that very clear; 
you want the facts So we olive you the facts W ith respect to the policy, 
which is that you can't conclude it as of June 30 because there are 


incurred claims which, under the terms of the policy, we have got 
to pay, 908 see, out of that premium. 

Asa matter of fact, we can’t cancel. 

Mr. Hour. Mr. McCabe? 

Mr. Neary. That is, except by raising the premium. 

Mr. McCane. Mr. Chairman. I realize that the matter is fully out- 
lined in the records. I might also state that the matter of reserves 
to cover such claims has also been pretty fully explored and is before 
the committee in its record, and that record should speak for itself. 

Mr. Hour. Do you have something else you want to say, Mr. Dandy? 

Mr. Danpy. I am sorry I missed that. Mr. Bellino, as I under- 


stood it, did not include any claim reserve figures. He gave figures 
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ightly, there was nothing wrong with what h 


e gave, but there are 
hese claim reserves in addition. 


. 
i 

There was one other point, sir, on retention, if I might. This, 
again, refers to yesterday. ‘There was a statement given, as I got 
it, that another company quoted a 9 percent retention, and I also 
gather that that was in February or March of 1952. It was certainly 
after the end of the first year, [rom what they said. And that that 
was compared with Occidental’s first year retention of 
and there apy eared to be a 6 percent mal 
company. 

There is a time differential. This quotation was in March of 1952. 
In Mareh of 1952, Occidental was quoting lower retentions than it 


1) percent, 
olin in tavo1 of the other 


was in Jate 1950. This other company may have been doing the same 
thine. There was nothing presented to show that back late 1950 
they could have gotten a 9-percent retention, and yet the subtraction 
was made and apparently applied to the first Vear premium on the 
theory that that difference would have been available to the trust. 

[ submit there was nothing shown that that could have been obtained 
in the first year. 


Mr. Hour. Do you have any figures or material 


Ss vou ud lke to 


include in the record at this point regarding tl olicy, M 
Mr. Danpy. There were questions raised yesterday about claims. 
Will I eet an opportunity to speak on that ¢ 
Mr. Met \BE. Yes, sir. You will have ey ry Oppot un 
anvthing and everything Chere are some further qu 
Mr. Hour. Let us resolve this o1 
something else you want to acd? 
Mr. McCaprr. I wanted to ask Mr. | 
Mine is a bit faulty. Iam speaking o 
Mr. Betuino. I might state that in November 1950 Pacific Mutual 


Dat y é 


»question 1 oht now. Do vou have 


submitted a bid along with Occidental. In fact, the initial bids were 
received by Mr. Jones. Then, after he learned what the bids were, 
later on the trustees sent out letters for bids. I based 1 PTE oO! 
ratio on their bids in 1950 for 1951 business. Phe 1951 bid ed 


on the 1952 business. I wanted to get that clear 
Mr. DANpy. There Wis noth o i} our file We 


ave a Compal Ol 
of rates. Incidentally, Occidental was the low | 


bidder on th Ls 
when we got it. There were bids from other companies. here 
noth ng in our file to indicat the retentiol otlered bv these oft l 
‘companies. You may, Mr. Bell 10, have seen other informat on that 
| have on the retentions. I was bi nging ib up mere ly from the infor 


1} 


mation that was presented vest rday. phere appeal d to be no proof 


that that was a true statement. 

| also ot the impression that the i) per ent applied to the prem im 
produ ed SH5O.000 difference. Of course, tiie premitumn is about S00. 
000. That may bea wrong impression. I wouldn’t pursue that. 

Thank you very much. 

Mr. Hotr. At this point, I would like to state, 


‘rarding this spe 
cific policy in controversy, it is always easier to 


e figures than to 

hear them, so I would like to order without objection that any specific 

material on financial statements, reserves, or anything else, by both 

Mr. Dandy and the committee, be inserted in the record at this point. 
53814 54 pt. 1 13 
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(I he matter referred to is as follows:) 


Premiums up to June 30, 1954 cmon Mh, Oe; GOO: 20 
Cash claims a -- 21,308, G24. 28 

Death claims reported to us not included in cash claims where 
insured died before July 1 8, 500. 00 

A and S claims paid July, August, or 4% September incurred June 
30 or prior at least 92, 523. 46 
Further amount to be paid 15, 000. 00 
9 months maternity extension, 7,000 per month 63, 000, 00 
Total neurre d claims i 487, 647. 7A 
Rating refund : 22. 537.73 
Total .~ 1,510, 185. 47 


Balance, $52,499.73 (3.36 percent ) 


Group policy 2355-LH.—Trustees of the Sheet Metal Workers welfare plan of 


southern California, guaranteed retention, Feb. 27, 1951 


The items making up the guaranteed retention of 15 percent would be approxi- 
mately as follows: 
Percent 





Commission (Jones) ’ eae pases hb 2. 50 
Overwrite commission (general agent) sanaaeuae D 
State premium tax : asian ae ann eee 
Federal income tax teas ? : - ences’, cakes 
Claim charge . ‘ ; ‘ siaiiaiiiteeacee: “eee MET 
Charge for conversion of life insurance geass . 80 
Occidental expense nia ‘ baal Sen roe, | 
Profit a ‘ . wi aia ea 2 
Risk ae ‘ — mansqontis — , canes 1. 50 


Total ai ee ith anlage aatemremieiatine 15. 00 


Premium estimated to be about $300,000 

On March 6, 1952, new retention letter issued effective January 1, 1952, on 
assumption claims to be settled without expense to Occidental. This was 
replaced by retention letter dated February 5, 1953, but effective January 1, 
1952 

The retention in the March 6, 1952, letter was 9.25 percent. The retention in 
the February 5, 1953, letter was 11.25 percent up to February 1, 1953, during 
which time Occidental settled claims and 9.25 percent thereafter. The differ- 
ence was the expense of settling claims. soth retention letters included a 
charge of $65 per $1,000 of life insurance converted and a risk premium of 
0.15 percent for each percent that the loss ratio was in excess of 60 percent. 


The items making up the retention of 11.25 percent would be approximately 
as follows: 


Percent 

Commission (Jones) 2. 50 
Overwrite commission (general agent) . 50 
State premium tax_- ai ‘ 11.67 
Federal income tax _ . 70 
Claim charge ‘ 4 a” 
Charge for conversion of life insurance (see below) a 
Occidental expense__- 2.38 
Profit __-- wi 5 i ea ices a 
Risk (see below ) osikiaal oi i, a eae pte a ek aes 
Total echsicalaiinaassin ps ialbanis ‘ : sides can a acceso 


1On 60 percent loss ratio 


The premium was up to about $400,000 at this time 

The risk premium plus the increased premium tax if the loss ration is over 
60 percent is provided by the increase in the retention of 0.15 percent for each 
1 percent over 60 percent. The charge for conversion of life insurance is pro- 
vided by the charge of $65 per $1,000 of life insurance converted, 
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On April 14, 1954, the retention was amended to change the 60 percent loss 
ratio figure to 70 percent. This decreases the retention if the loss ratio is over 
60 percent. 

Mr. Hour. Also, to save our reporter’s fingers, we will take a 5 
minute break at this time. 

(Brief recess. ) 

Mr. Hour. The committee will come to order, please. 

We will resume with the questioning. 

Mr. Weetmer. Mr. Dandy, I would like to go over one more ques 
tion that we have been over before, but l would like to make it a little 
clearer. It has to do with this retention rate orig nally quoted at 11.25 
percent, based on a 60 percent loss ratio. We agreed in our ealeula 
tions that if the loss ratio, in other words the claims paid, were 85 
percent instead of 60 percent, that the retention rate would automati- 
cally be 15 percent because of the 0.15 of 1 percent increase: is that 
correct ¢ 

Mr. Danpy. Yes. 

Mr. Weitmer. The question hes arisen why was the policy written 
on the basis of an antic — loss ratio or claims paid out of only 
60 percent ¢ ¢ Js that consistent with your expel yence with this type 
of policy vé 

Mr. Danpy. We use a loss ratio basis, that is, the risk premium that 
goes into the formula. Obviously, if you are a very low loss ratio, 
there isn’t any risk on that particular policy. The higher your loss 
ratio is, the more chance you have of not getting the retention, going 
into the red, and there is a risk premium. Why 60 percent was used on 
this policy, I don’t know. Our present formula would be 70 percent, 
and we so changed it in 1954. Actually, in the time this has been in, the 
claims have been so high that it has not mattered at allanyway. ‘There 
have been no refunds coming. 

Mr. Wetrmer. Would you care to express an average or consistent 
or normal or any type of retention rate or loss ratio that you have 
experienced in this type ot policy ¢ In other words, does the loss 
ratio usually run 90 percent, 100 percent, or what ¢ 

Mr. DANpy. What do vou mean in this type ot policy 

Mr. Wevrmer. All right, in this specific policy. 

Mr. Danny. On the Southern California sheet metal / 

Mr. We! TMER., Yes. What has your exper ence been as to the loss 
ratio ? 

Mr. Danpy. On this policy ? 

Mr. Wettmer. Yes. 

Mr. Danpy. It is in the fivures that are now being typed. Let’s see, 
there was 3.36 percent. There were some refunds, too. The claims 
plus the refund have amounted to 96.64 percent, and a part of that 
was the 22,000, which would be somethine under 2 percent. The 
claims have amounted in the 42 months to about 94 percent, in round 
figures, of the premium. 

Mr. Wettmer. Do I understand, and do I remember correctly, that 
it has been your overall experience with this policy that the claims 
have exceeded the premiums in total ? 

Mr. Danpy. No. 

Mr. Wertrmer. Would you say they have exceeded 85 percent ? 

Mr. Danpy. Yes. That is, from the beginning, for the 42 months 
period, ves, definitely. 
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Mr. Weitmer. So this 11.25 retention figure is just a working basis, 
the figure really does not represent an actual retention rate, because 
as a matter of fact the claims have always exceeded 85 percent which 
would make it 15 and it cannot be that if it does exceed 85 percent; 
is that correct / 

Mr. Danpy. If the claims exceed 85 percent, our retention starts 
going down, because if they are 86 percent, we only have 14 percent 
left. 

Mr. Wetrmer. That is right. Has that been your experience, that 
claims have been over 85 percent ¢ 

Mr. Danpy. They have on this case. We have no way of knowing 
that they were going to. The claims might have been 55 percent, 
There are cases that are that way. 

Mr. McCase. Mr. Dandy, al out how many lives, how many people 
are covered, under this policy? 

Mr. DANby. Now? 

Mr. McCane. Yes, at the present time. Estimate it. I realize you 
do not have the exact figures. 

Mr. Danny. Maybe about 62,000 a month now, and the premium 


Mr. McCape. I don’t think I made myself clear. I am talking 
about the total number of employees who are eligible for benefits for 
whom premiums are paid. Would it be between five and six 
thousand ¢ 


Mr. Danpy. That is the figure I am trying to arrive at. It is 5,000 


times $12.24: that would be $61,000. I think it is just a shade over 
5,000. Five thousand would be very close. 

Mr. McCape. Five thousand individuals are covered? 

Mr. Danny. Employees and their dependents 


Mr. McCanr. And I believe we had testimony here yesterday that 


claims under this pol cy ran 1n excess of 9,000 per year, 

Mr. Danpy. I don’t know. 

Mr. McCane. If I recall the testimony of the administrator—— 

Mr. Danpy. I was away at that particular time. 

Mr. McCapnr. I think it was in the vicinity of 9,000 a year. Isn’t 
that an unusually high number of claims for 5,000 individuals? 

Mr. Danny. Five thousand employees and their dependents. It 
might average two depe1 dents to the employee. I can’t tell. I have 
no count of the depen lents. It might be 15.000 persons covered. 

l 


Mr. McCabe. Well, assuming wh 


l 


tever would be an average num- 
ber of dependents In a group this S1Ze, would that not still be a high 
number of claims, in your opinion? 

Mr. Danpy. Well, if that is the number in 1953, I know that the 
loss ratio was high in that year. So that must have been a high num- 
ber of claims. . 

Mr. McCase. And what does that do to your rate, your premium 
rate, for the following year ¢ 

Mr. Danny. Normally, not necessarily right at the end of the policy 
year, but thereabouts, if the claim rate goes way up, we normally 
ask for a higher premium. Actually, here there was a higher pre- 
mium paid, starting in 1954. There were some additional benefits 


given for that additional premium, though. 


Mr. McCane. Can you tell us, Mr. Dandy, whether, under this 
policy, employers are eligible for benefits? 
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Mr. DANDY. Not offhand I can’t. There was some correspond e 
about it, but I wouldn’t like to swear to it without refreshing my 
memory a little. 
Mr. McCane. I have some correspondence, photostatic copies of 
checks and other correspondence which—— 

Mr. Danpy. My recollection is, it will be brought out in that cor 
respondence. But I would like to see it before I swore 


Mr. McCanr. Which were submitted to the committee, Mr. Chair 


man, In response to your subpena. These are rather volu If 
I may, | would Suggest that tney be accepted ror retere ( 
+] committe: There would 


entirety so that they will be available to the 
be little purpose in reading them fully, but I would like to identify 
them and have Mr. Dandy examine them, so he may have tl I 
record on which to base his answer. 

Mr. Horr. Why do you want to put them in? 

Mr. McCane. To assist Mr. Dandy in refi ng | 
bin ; 

Mr. Hott. Wit it objection, that » ordered 

Mr. McCari Mr. Dandy, I ma you two corre ) ( e fil 





Lore p I tost ( BL. V | ve wu ro 
duced o t rec I wonde f ve would examine t 
explain t 1i¢ ther the ce } Vv ha pra ' 
p vers a d whet t} po ‘Vy permitted | pavinie { 
(Wo iI ! 1 \ lif ) 
Ta I Lrather volumuine file. 
Have you had an opportunity to examine the record, Mr. D 
Mr. Danny. Yes; this part of it; not that | indicating |. 
Mr. McCane. Are you ina position from this examinatio} 
whether the Ox lental Co. paid claims to emplovers under t 1 / 


Mr. D NDY. Y« : we paid claim o two employe! Il would like to 
explain the circumstances. 
Mr. McCapne. Can you tell us in what total amount, sir 
Mr. DANpy. There are th aratt that ave | De ida at V7O you 
int me to put them down and add them ¢ 
Mr. McCapr. No, sir: I think we can estimate the total to be on 
thousand-four-hundred-and-some dollars. 

Mr. Danny. Well, over $1,300, I see here: yes. 

Mr. McCane. Would you tell us who those employers are / 

Mr. Lucas. And the amount paid to each, ple ise ¢ 

Mr. Danpy. Charles R. Morton and Delmar Otterness. There are 
only the two employers. Once, again, we would have to split up this 
$1.300 as to how much each one got. 


W { }>l 


To Morton there is a check for $564 for hospital. There is a check 
to Morton for a clinic for $25, X-ray and lab charges. ‘To Morton and 
the doctor there is a check for $185, for a urgical operation. There is 


a check for $26 for some further hospitalization for Morton. ‘That is 
all for Morton. 

On Otterness, there is a check for $46 for surgery al d some medical 
care. There is one to Otterness and a doctor for S55 covering some 
more medical care. That first was to the doctor, too, toa different doc 
tor and to Otterness. There is a check to Otterness for $10 for an 
ambulance. There is a check to Otterness for $267.20 for hospit iliza- 
tion. And there is one to Otterness for $96 for hospital, 12 days in 
the hospital. 








192 WELFARE AND PENSION FUNDS IN LOS ANGELES AREA 


Mr. Lucas. Do those photostatic copies of your checks indicate the 

_ v or th ener ym which these funds were taken ? 
. DANdD They licate the policy, 2355 

Mi Lucas. “Would you identify that policy for us, sir‘ 

Mr. | 

ts exact name is. That is tl e, the one we are discussing 

Mi Lucas The outhe California. N ida, and Arizona sheet- 
metal workers fund. 

Mr. Danny. Yes 

Mr. Lucas. These men, as I understand, were employers and not 


employ ees ¢ 


| | | 
YANI That is the Southern California Sheetmetal—whatever 


Mr. Danny. That is t] formation given in here; 

Mr. Lu« is. Can vou tell us \ ether a prel lim payme ts were 
mace on | half « f these c ] ¢ 

Mr. Danpy. There is another letter which I saw which stated that 
premiums had been paid by these employers for themselves as well as 
the e ployees, b t he returned them for the emplovet So. I would 
eM . ihe we did not o ny prem hs on those emptovers 

Lucas. No premiums o1 “the 3 lividuals reached the Occ}- 

oe o. Thev were attempt | to be paid to t administrator, and 
he refunded them. For what reason, sir? 


Mr. Danny. They were not eligible. 

Mr Lue \S, These men were not eligible. On what basis did the 
Occidental Co. pay the se laims to these men WV ho we re not eligible 
under the policy y 

Mr. Danpy. I would like to explain . ay 1] rht. 

Mr. Lucas. Yes, indeed. 

Mr. Danvy. It appears there was a complete misunderstanding. 
Our men went up to Bakers ield. This was when the Bakersfield 
local 199 came into the pla Mi Martin s vs in % ritine to one of the 
business representative ss up there that, “in accordance with your re- 
quest,”"—the request from the Bakersfield local—“individual em- 
ployers m: LN be included under the plan for the same benefits as the 
en iplo vees.’ 

Of course, that would have been possible if the policy had been 
endorsed. It would be entirely possible to cover these employers, 
It is quite legal and everything else. 

Mr. Lucas. Was the poli v ever so endorsed ? 

Mr. Danpy. No. The situation then came down to the trustees, 
who are, of course, the } yhievholders. The trustees said, according to 
this letter from the aed istrator in January of 1952, and this other 
one was back in Dec mber of 1951, that we should be advised the joint 
board is the governing body for this insurant e@ al d the employers of 
local 108 are not included. If Occidental wishes to take in the em- 
plovers, that is Occidental’s responsibility. 

That is kind of a vague letter. There is further correspondence 
‘fused to have the emplovers in 
the Bakersfield local included even though apparently the Bakers- 
field local Vi anted to have the emplovers lt elu e 1. That came to mv 
attention. I know about that time. They had been in then for about 
2 months. I know there was a letter stating that the administrator 
had sent. these premiums on the emplovers back again. 

But in the meantime, these employers thought the ‘Vv were covered. 
They didn’t know about this dispute, that they weren’t in. There 


“14 1 . ° 5 . 
with 9 aden? fe statement | 1? fT ey ! 
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we 7 two claims. Those claims came in and were paid under the 2355. 
I Cc hee ked. - aoe | not have bee hh done. They should not have been 
charged against the e Xperience of this police v 2355 because they were 

ade rit, and the policyholder didn’t want them covered. 

Therefore, they should not be a charge. I cannot find that the 
actui i eli try hi is been reversed, SO lit wouldn't be ce] argeable agvalnst 
this e xperie! . But I can assure you that it will be done. This plan 
will not be coe ie for those two e mployer claims. Occidental will take 
the responsibility and the loss for having paid them, because it was our 
men who had the misunderstanding that they were eligible. 

Mr. Wetrmer. It app arently look Mr. Dandy, if the committee 
hi ud not discovered it, you would not hi ive made this reversal that you 
intend to do. Is that ‘correct i W hat is the date of this transact on? 

Mr. Danpy. This is late 1951 and early 1952. And I am afraid 
that if it hadn’t been brought to my attention, we would not. I will 
repeat, again, though, that at the moment, anyway, a lot of these 
claims Wwol ule | come out of Occ ide nts al’ Ss poe ‘ke ‘ts anywi ly. | Cahn assure 
you that this will be done. It is impossible in a company of our size 
to be sure that everything goes through. It is an error. It was not 
intentional. 

Mr. Horr. On that point, Mr. Dandy, as I understand it, this 
situation 1s two employers up in Bakersfield were holding policies, 

Mr. Danny. There were several en np loye rs, but there were only two 
that had claims. 

Mr. Horr. And they got ill and had quite a high bill, a series of 
illnesses and high doctor bills and medical bills. The trustees met, 
of this fund, and decided they should not be allowed to participate? 
Am I correct up until this point ? 

Mr. Danpy. I guess the trustees met. I have nothing to show they 
met. 

Mr. Hour. Well, there are two people belonging to the fund. Were 
they bona fide people belonging to the fund? 

Mr. Danpy. These employers ? 

Mr. Hour. Yes, the employers. 

Mr. Danpy. No; the employers under the terms of the policy, as it 
stood, had no right to be covered under the fund. 

Mr. Hoir. They had no right to be covered under this fund, under 
this policy? 

Mr. Danpy. Do I have 

Mr. Hour. Yet they were covered under the policy; is that correct ? 

Mr. DANDY. For a very short period until the error was discove red: 
yes. There were two of them paid off. We are taking them out. We 
are reversing that to the extent th: nt I think I could say they were 
actually never covered under the policy, because we are not going to 
charge that policy with the claim. 

Mr. Horr. I want to trace this from the beginning, this one point, 
this one case, so I understand it. When they wanted to become policy- 
holders, they made application to somebody; did they not? 

Mr. Danpy. No. 

Mr. Hott. No? How do they go about it? 

Mr. Danpy. This existing group policy had been in force for almost 
a year at that time, and the Bakersfield local, I imagine, negotiated 
for this amount of money with their employers. So they wanted to 
be included under this policy already in force. 


a un 


not ell 
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Mr. Horr. So in the policy in force, there is a provision that em- 
ploye rs can be covered ¢ 

Mr. Danpy. I don’t believe there is a provision that employers can 
be covered, If I can see the policy, I can tell. 

Mr. Mutter. Mr. Chairman, may I ask a question while we are 
waiting / 

Mr. Hour. Yes. 

Mr. Miu LER. About he W many employe ought the benefits of this 
pol cy, SougHnt to be Li luded, besides these two ¢ 

Mr. DANDY. Tl ere were 2 I unbe rin Bakersfield. ] am sorry, Mr. 
Miller, I don’t have the number here. It may be that these gentle- 
men do. 

Do you know how many employers in Bakersfield did think they 
were insured but it turned out they weren't ¢ 

Mr. McCase. I don’t know that. 

Mr. Danpy. The only number I have are the two who had claims, 
because we never got the premiums. They were sent back to them. 

Mr. Mitier. The point I am trying to make is that there seems 
to be a rather general misunderstanding, and not just on the part of 
the two persons: is that right ¢ 

Mr. Danpy. There was, I think, a misunderstanding on the part of 
the officers of the Bakersfield local. that in coming in it would be all 
right to have employers covered. ‘J hey must have liked their employ- 
ers up there and they wanted to have them covered, too. Of course, 
the employers paid, 

When it came down to the actual owners of the policy —it is under- 


stood, there 1 only one master poli Vy in this group insurance. There 
is not a policy for each man. There are certificates evidencing that 


he is insured, but there is just the one policy. The trustees were the 
owners of it. They are the ones who would consent, who have to con- 
sent, if we were to change the policy to allow these employers to be 
covered. They, apparently, refused to allow that change to be made, 

Mr. Mintzer. This is the point I want to make clear. The eligibility 
rules state here a person is eligible, any person, who is in full-time 
active employment as a member of the sheet metal international 
association, local 108, and who is employed as a sheet-metal worker 
by any employer qualified as a subgroup. To me, that language does 
not include an employer. 

Mr. Danny. That does not include an employer, no. 

Mr. Hour. Now, we take a specific case, this one case. How does an 
employer get a certificate of insurance ? 

Mr. Danpy. What has to happen, first, is that the trustees ask us 
to put an endorsement on the policy providing, as well as the members 
of the sheet-metal workers union in Bakersfield, that owners, proprie- 
tors, partners, et cetera, may also be covered. 

Mr. Hott. That was done in this case? 

Mr. Danpy. That was not done. It was refused by the trustees, 

Mr. Horr. By the trustees, when they first made application ? 

Mr. Danpy. When it came to their attention. 

Mr. Hotr. I fail to understand if it was refused, how bills were 
paid. 

Mr. Danpy. It is difficult. We were paying the claims at that time 
out of our home office. I don’t have the particular claim. Is this the 
claim file? 
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Mr. McCapsr. Yes, on those two gentlemen. 

Mr. Danpy. I am wondering if they were sent in to us by the 
administrator. ‘There is a letter in this file, of Febru ry 21, which 
was a month or so afterwards, where the administrator wrote to 
Bakersfield, to the Kern Sheet Metal refunding $62.72 on account of 
Otterness, who was one of these men who had a claim and levy, each 
reported as working 152 hours in November, 144 hours in December, 
and 152 hours in January. It would look to me that n sendi Yin thelr 
reports these employers have to send ina report, paying the contri- 
bution on behalf of each employee saying how many hours they 
worked—they apparently included themselves in there, too, without 
authorization from the policy to do so. 

When it was discovered, he sent the money back to them. 


In the meantime, these two claims, which I think legally probably 


could have been declined by us—it wasn’t these people's fault. ‘J hey 
thought they were insured. So we paid them. 

Mr. McCapre. Is it not also true that there is a letter there from 
the administrator, who is the servant of the trustees, to the « ompany, 
stating that these claims should not be paid, and if they are pa d, 
they should be paid on Occidental’s responsibility ¢ 

Mr. Danpy. Yes, there is a letter of January 9, but he says: 

With regard to employers participating in the sheet-metal workers welfare fund, 
be advised the joint board of trustees is the governing body for this insurance, 
and the employers of local 108 are not included in this insurance 

I say that is a little vacue, because it is the employers of the Bakers- 
field local that are in question. I think it was the intention that 
they should be covered, yes. 

Mr. McCane. It certainly brings the issue to the attention of the 
company, does it not, sir? 

Mr. Danny. Yes, it does, and why it was not acted on, I cannot 
answer at this moment. I assure you that it will be. There has 
been nothing lost to the fund in the meantin e, because there have 
been no refunds earned anyway. 

Mr. Horr. Is this a general misunderstanding? Are there any 
other employers covered under this, do you think, or do you know? ~ 

Mr. Danpy. As far as I know, there are no employers covered under 
it now. 

Mr. Hour. This mistake happened for these two people. Could 
it happen elsewhere? How would you know 4 

Mr. Danpy. I wouldn’t necessarily know. As far as I know, it 
hasn’t happened. 

Mr. Hour. You take the list that is sent to you, As I understand 
it, the list emanates from the union, does it not, and the employer, 
it starts there, with the union and the employer together making 
up the list? Or, is it the union ? 

Let us take the one occasion of Bakersfield. I want to trace this 
list of names and where it came from. 

Mr. McCasr. Probably from the employer, paying the premiums 
direct. 

Mr. Horr. In other words, he just tacked his name on it, thinking 
he was covered. It goes from there to the administrator of the 


fund ? 








196 WELFARE AND PENSION FUNDS IN LOS ANGELES AREA 


Mr. Betirno. The employer sends in the remittance report which 
includes all the employees, and he puts his name on it, showing the 
number of hours. In : poe wat, the welfare office gets a list of all 
the union members Sak » local unions. 

Mr. Horr. Then it comes to the i insurance company and the insur- 
ance company takes the word of the administrator 

Mr. Danny. We don’t get a list of the names; we just get so many 


} 


people at so mucha head. 

Mr. Hoir. And when a claim comes in, a specific name and case 
comes in, with a name and case history, you have no way of check- 
ing that claim ? 

Mr. Danpy. At the time we were settling claims, the administra- 
tor would certify on the claim form or he would sign. He would an- 
swer the question: Was the member on his organization’s welfare 
fund premium report when the disability occurred ¢ 

In other words, had the thing been paid for. Are there any cir- 
cumstances which would cause you to question the validity of the 
claim? Are all itemized bills attached ? 

That is signed by the administrator. That is the thing that we 
went on to say that he was eligible. 

Mr. McCare. Mr. Dandy, you have no such authorization from the 
administrator in either of these two cases, do you ¢ 
Mr. Danny. I see that, and I do not understand why the group 


settlements department paid it on that basis. I am sorry I can’t 
answer. I have no idea why it would have been paid without the 
certification I feel — sure that that was required for the payment 
of claims. That isthe reason it was on there. 


Mr. Horr. Mr. Miller ? 

Mr. Mitxier. I would like to ask, Mr. Dandy, whether there is any 
possible benefit that could have accrued to the company in the pay- 
ment of these claims? 

Mr. Danny. None whatsoever, sir. <As it is now, there will be a 
loss to the ce mpany t} rough hay Ing paid it. 

Mr. Miniter. Regardless of that, the very fact that it would be a 
loss, under any circumstances could the company have benefited by 
the payment of these claims? 

Mr. Danny. No, because the intention was that it was our own 
responsibility, and that those two claims not be charged to the expe- 
rience in this case, so there would be no way there that we should be 
able to benefit by way of increased premiums or anything like that. 
There is no way that we could benefit. We felt a moral obligation to 
these people, though. 

Mr. Mitier. Pardon me,then. May I continue? 

Mr. Danpy. Yes, sir. 

Mr. Mitter. In that case, they were knowingly paid under protest, 
is that right? That is, the company knew that they were being 
challenged at the time they were paid ? 

Mr. Danpy. Some people in the company undoubtedly knew about 
this emplover. Whether the group settlements, the place these claims 
are paid by the company, knew it, I am afraid I do not know. It is 
4 aaee company and it 1s quite possible the clerks working on claims 
had no knowledge at all about this dispute. I think there was an 
error ‘de accepting the claim without this certification from the 
administrator. 
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Mr. Hour. Mr. Dandy, how would an individual policyholder or 
employee under this program know whether any unauthorized persons 
are receiving benefits ? 

Mr. Danpy. I do not suppose there is any way. Do you mean if 
unauthorized people were getting benefits out of it, how would the 
individual employee know ¢ 


Mr. Hi LY. Or the « mployer, the Mal contribut ne. Wo lal he ro 
in and deal with the administrator’ How was th 1] ent 
dis overt | 


Mr. Danpy. That these were authorized ¢ 
Mr. H iw How was that dis overed / 


Mr. Danny. I would think from what was just said that they 
thi list of the unto1 members and this list that is be he sent ih. ane 
they compare one against the other and here is a man that Is not a 
union member on it. so something is wrong. I suppose then they 

te back to Bakersfield or something, and ask what is it, and the 
wh le thing comes out. 

There is another pe ssibility and I cannot. be certain, but I think it 
a definite possibil ty. that when these claims came 1m W thout the 
certification of the administrator, that the th ne was questi ned by 


the group settlements. 

I thought I had seen a letter Mr. Martin wrote; it is not in these 
photostats, that we did have a moral obligation to settle these two 
claims. It is quite possible that we instructed that these be paid even 
though they weren't eligible, which leaves the error. 

They should not have been charged to this policy, because that was 
our own action in doing it. 

Mr. McCasr. Mr. Dandy, would you also say that you might have 
had a moral obligation not to take the funds out of the money set 
aside to pay the employees? 

Mr. Danpy. I don’t understand that. 

Mr. McCanr. You say you felt a moral obligation, possibly, to pay 
these two employers. I wonder if there is not a stronger moral obli- 
gation not to take the funds out of the fund set aside for the benefit of 
employees. 

Mr. Neary. Do you want him to comment on the relative—— 

Mr. McCane. I merely raise the point. 

Mr. Neary. I didn’t know morality could be relative. In the ethics 
that I know of, it is either right or wrong. 

Mr. McCasr. I am inquiring of Mr. Dandy. 

Mr. Danny. I have already said it was an error they were charged 
to this policy. We regret it. It shouldn’t have been done. Errors 
do happen, occasionally. If by charged to the fund set aside for these 
employees, you mean charged against the experience of this case, it 
should not have been done. 

Mr. McCape. I will not question further. 

Mr. Horr. In other words, at this time, there could be other people 
who should not be covered under this policy? Is that right? 

Mr. Danny. Well 

Mr. Neary. May I answer this question, Mr. Holt? 

Mr. Horr. Yes. 

Mr. Neary. I don’t know how long your investigators have been 
down in our files, but they have had full access to all of our files. 
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They did turn this up. I don’t know how completely they have in- 
vestigated them. We have oiven a report on some 261 cases on the 
questionnaire that your committee asked for. I don’t think that your 
vestigators have at any time been denied any information or the 
freest access to our files. The question could there probably be, I 
don’t ee is relevant or materi: il. Y robably there is. But—— 

Mr. Horr. Let me rephrase the question. 

Mr. Neary. I think your investigators could answer the question 
as to whether they found iny more. 

Mr. Horr. That is a good question. Perhaps I should rephrase it. 
T am not a lawyer, remember, and I have to say these things in lay 
names. 

What I am trying to get at, Mr. Dandy, is I am interested in the 
payment of the claims and how the claims are paid, what investigation 
the insurance company ae when they pay a claim and how you check 
to see if the eee people are getting paid their claims. That is 
what I am getting at. 

Mr. Danpy. Ye I will be glad to answer that. 

Mr. Horr. If aeasalien is not phrased properly, do not ever hesi- 
tate to let us know. 


Mr. Lucas is a lawyer, but Iam not a lawyer. 

Mr yeni On the welfare type of plan, which we are discussing 
now, the premiums are, with a few rare exceptions, not put together 
by us. They are collected by usually the administrator for the trus tee, 
and sent to us 1n one sum, and we are tol | how mal y people are COoV- 
ered The administrator normally, then, also cert this is a case 
W here we are pay ns ¢ laims out of our own oflice 08 oh A Sec- 
tion of the claim form, certifying that this person was e igi ble. and 


had a premium paid for him. On that certification, we oo ahead 
ind pay the claim accordn o tothe information filled in by the doctor 
or the hospital, or t] e surgeon or the X-ray, lab, whatever it is. There 
have been occasions where there—I think you asked me what investi- 
gation do we make—have been investigations. It is not economically 
pr: Sa to investigate every r okatnn to see that he actually was in the 
hospit: al. that the hospit: al j | ly ng when it sends in his bill saying 
he was there, « r that the es ‘tor really saw the patient when he says 
he did, or that the X-ray was performed. I think we mentioned that 
there were about 9,000 claims last vear on this one case. Such an 
investigation on each of those 9,000 claims, I would think, could not 
possibly be done for under $5 a claim, and I would think more, which 
would be $45,000 spent in investigation, which would be a good healthy 
chunk. anyway, of the year's premium. 

It would hurt the fund more than it would help it. It might result 
in a few, and I feel pretty sure only a comparatively few, fraudulent 


things aoe ‘through. But if we did all of that investigating, it 
would be ne ary to raise the price of the insurance. We would have 
to charge more on account of the hi viahe ‘r expenses. The whole purpose 


1 


of this group insurance is to give the most benefits at the least cost. 
We haven't felt that it is possible to go out and investigate every claim. 
] am qui ite sure ¢ all other companies work approxin nately the same way 
on group insur: ance. 

Mr. Hour. Mr. Dandy, at that point, please understand that my 
questions are not intended Nebahbaire ass your company at all, because 
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I understand it is general practice. I am seeking, and it is easier for 
me as a layman to trace the individual eases through the processes. 
We all know that the intent of this committee is to call attention of 
these funds to the State authorities, particularly, because it would 
be impossible for a congressional committee or the Federal Govern- 
ment to supervise them all individually, except On gene ral To ind 


rules. It is somet] hin iw new in our Ameri 1 how these funds have 
grown in the last 10 years or so. I know from experience here that 
most compani es do oper: ite the same Way. Please let that be unaer- 


stood. Do not hesitate to have me 1 phrase my questions at any 


time. 

Mr. Lucas? 

Mr. Luc AS, Well. In hia ne with your q iestions, Mr. Chairman, I do 
have some questions. 

You say you do not in vestigate, Mr. Dan dy, each individual case 
as it comes, but that your company makes payment upon certification 
by the administrator. But if these health policies were issued directly 
by your company, your adjuster would call upon the claimant and/or 
the doctor in every case, Would that not be true ¢ 

Mr. Danpy. I don’t think so, Mr. Lucas. That is not my depart 
ment, but I am quite sure that on the individual type of accident and 
health policy, when a claim comes in, that there is no employee repre- 
sentative that goes out and calls on the doctor to ask, “Did that man 
really come to you as your patient?” I am quite sure of that state- 
ment. 

Mr. Lueas. Is there an) rule pertaining to the amount before there 
is an adjustme nt made | Va specialist employed by your comp iny, that 
is, on all claims over $100 or $2504 Do you not have some rule you 
follow on in your company, where you are carrying the policy your- 
self, and not through a trustee system such as in this case? 

Mr. Danpy. You are once again on the individual policies? 

Mr. Lucas. Yes, si 

Mr. Danpy. aioe again, I am not an expert on that, but I don’t 
think there is any rule. These adjusters, they sit in the home office 

and they examine these claim papers that come in. I would imagine 
that from long experience, knowing the nature of the disability as it 
is put down, and what the doctor’s bills are, that they have a pretty good 
chance of spotting right then and there if there is something fishy in 
that particular claim. 

I have —— th: it when that happened there would be an investi- 
gation of it. But if they don’t see senthe ng wrong, if the bills don’t 
look out of line for the seriousness of the disease, they go ahead and 
issue the draft. 

Mr. Lucas. What if the bills do look out of line, although there is 
certification by the administrator ? 

Mr. Danny. This is on the group again? 

Mr. Lucas. Yes. 

Mr. Danpy. Well, what the administrator really certifies is that that 
person is eligible and has been paid for. He has not certified that 
the doctor has not charged too eal h or that the man never went to the 
hospital. We have made investigations on a few, and comparatively 
few, compared to the total number of claims that we have, where we 
have found things wrong. That is where we are paying the claims 
out of our own home office. 
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Mr. Lucas. You stated early in your testimony, Mr. Dandy, that 
you aid not go ae the administrator in these cases, or words 
to the effect, tl t you did not investigate cases if the administrator 
certifies s or issues a draft against your company for payment. 

I would like for you to differentiate now that you say you do in- 
vestigate where there is some question raised. W hat kind of cases do 
you investigate ¢ 

Mr. Danny. I did not recall that I made that statement, but it is 
approximately correct. 

Mr. Lucas. You stated, sir, “We have no reason to assume that the 
administrator is not following the terms of the pol 1d y. ” 

Mr. Danpy. I am sorry. Mr. Lucas, I remember that. That claims 
may be settled from, let’s take a Los Angeles case, Occidental’s home 
office, out of our salaried employees there, or the claims may be 
settled by an administrator, like this case following February 1953. 
If we are se ttling the el: alms, the cl: aim papers £0 through the admin- 
istrator, he certifies as to the eligibility, and the fact that the party 
was paid for. 

We settle the claim—by settling, I mean we adjust it, and you know 
there is a limit, there is so much a day for room and board, so much 
for hospital services and surgery and so on—we fix sro amount aceord- 


i 
] 


ing to the schedule in the policy that the claimant is entitled to, and 
we issue the draft. If there seems to be somet hit o” wrong, we do some 
investigating. 

How does that differ from the administrator? The instructions 
to the administrator are that if their claim clerks over there, who are 
as skilled, normally, as our clerks in our home office are, see this same 
sort of a thing wrong, the case must be referred to Occidental, in which 
case we will then do the investigating. We also make spot checks 
whi re claims are not settled we us but have been delegated to an 
administrator. 

We send our claim expert S out of the home office periodic: ally to 
spot check the claims being paid by the administrator on a “yo 


basis, to see that they are being paid in accordance with our instruc- 
tions and the terms of the sages 

Mr. Lucas. That raises some other questions in my mind, Mr. 
Dandy. You stated that if there seems to be somethi Ing wrong.“We 


do some investigating.” How do you investigate it? Do you have 
an adjuster force over there, a force of adju sters to handle these group 
olicies ? 

Mr. Danny. Fortunately, sir, no, we do not have a force of them. 
We have a man who works for us on more or less of a fee basis. When 
something turns up that appears wrong, and I say “fortunately” 
that does not happen very often—I think essentially the medical pro- 
fession, the hospitals, are honest—we do ask this man, then, to go out 
and contact the hospital or the doctor, the claimant or whoever it is, 
and bring usa report. We have that in our own home office. 

There are also services that we could hire. We can get that infor- 
mation from independent sources, if it is not convenient to our home 
office. 

Mr. Lucas. Then, you stated, sir, that if the administrator finds 
some questionable statement or questions a claim, he refers it to you. 
Is that always the case, Mr. Dandy, or does he make any investigation 
in his own right? 
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large outfits that do quite a bit of investigating on their own, I be- 
lieve. IL would say that there is no reason the administrator shouldn't 
investigate. If he is stuck, if he wants help from us, the instructions 
are to send in to us. If he can prove there is anything wrong, or if he 
can send us in the information there is something wrong, I know of 
nothing to stop him from doing it. 

Mr. Lucas. You bring out a very important point, Mr. Dandy, when 
you make a statement that there is no reason for the administrator 
to investigate, because Mr. Fuller, when he was on the stand yesterday, 
very clearly defined his job as one for the purpose of the protection 
of the policyholders, the possible claimants. Although he said there 
was an occasional investigation or that he called upon some of the 
claimants, he led me to believe that his purpose in calling upon people 
was to see that they got their full payment or their full benefits, which 
would accrue to them under this policy. 

I would like to know, and I am sure that the other members of the 
committee are interested in finding out, who serves as a check iwalnst 
fraudulent claims or questionable claims. 

You take Mr. Fuller’s certification, and you issue your draft. You 
do not have a force to investigate them. You say you depend upon 
the honesty of doctors and hospitals. Other insurance companies do 
not, 

Mr. Neary. That is wrong. 

Mr. Lucas. I am asking Mr. Dandy these questions, Counsel. 

Mr. Neary. You are making a statement and I don’t think it is 
relevant. 

Mr. Lucas. If I want to hear from you, I will ask you a question. 
You are not under oath. 

Of course, we know human nature is such as to have a perso int 
to get all that is coming to him. There is, naturally, a tendency on 
the part of all of us to get what we might be entitled 

When I say, Mr. Dandy, other insurance companies investigate th 
cases, I say that because I have had experience as a practicing rmwvel 


Mr. Danpy. There are some of the administrators handling very 


in the handling of such matters as these with insurance companie 
and representing claimants. In your setup, Mr. Dandy, you have no 
protection at all for the stockholders of your company against pos 
sible fraud. Can vou te ll me that you do? 

Mr. Danpy. This is on the case that the administrator ndle 

Mr. Lucas. Yes. 

Mr. DANDY. Yes: we have the protection and the spot checks that 


we put on. We feel that if we take even a small percentage of the 
claims at random and check them and find them all O. K., that there 
will not be anything seriously wrong; if there be at least one claim in 
there that had something wrong with it, that there was something 
wrong with the whole plan. It is not economically feasible, there is 
not enough money in the premium, without increasing the premium 
materially, to allow us to investigate every claim hke that. I think 
that the stockholders would lose in the long run. It would cost us 
more than we could possibly save. 

Mr. Lucas. Your spot check is as to the amount of payment, is it 
not, and not as to the claim and its legality and validity ¢ 

Mr. Danpy. Well, it is as to what these show as to whether the 
charges are reasonable charges. 
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Mr. Lucas. Yes, as to the figures on your paper. 

Mr. Danpy. But it is not as to the— 

Mr. Lucas. Is it to the validity of the claim, the certainty of the 
payment ¢ 

Mr. Danpy. We I], the thing that makes the claim valid is that he is 
an eligible employee, paid fo De 

Mr. Li CAS, TI hat roe a ‘k to your certification from the adminis- 
trator. You get that and you feel like you are protected. 

Mr. Danpy. I think on our spot check, they also check on those 
claims that they have checked, that that person was eligible. 

Mr. Lucas. Well. Mr. Dandy, let us not pursue this too far. I am 
leading up to this question: Because you have a retention guaranty 
In your contract, you are not ear aileely concerned to whom or how 
much you pay ters each policy; are you! 

Mr. Danpy. Yes, sir: we certai < are, 

Mr. Lucas. Let me restate my question. I will make it clearer, 
if I can. 

My question is that because you ap yparent]) have no protection 
against fraudulent claims, and I will add this, and because you have in 
the past paid claims to claimants who were ineligible. your company 
does not by its history indicate that it cares a great deal to whom it 
pays or how much it pays because it has this retention guaranty clause 
in its contract. You are going to make your money out of the deal, 
Whether you call it profit or not, no matter how much you pay; isn’t 
that right ? 

Mr. Danny. No, sir; it is not right. 

Mr. Lucas. Explain why it isn’t right. 

Mr. Danpy. If the amount of the claims exceed 100 percent of the 
premiums minus our retention, and let’s use that 15 percent, as soon 
as the claims exceed 85 a we don’t get 15 percent retention. As 
soon as the claims exceed 9 ) percent, we are getting less than 10 
percent. As soon as they edkast LOO pe reent, as they r do sometimes, 
we are actually paying out more money in claims th: in we are taking 
in in premiums, plus all our expenses in the case. 

So it certainly does matter to us In that respect. And it also mat 
ters to us from a soc cial point of view, Too. I assure vou that we do 
not condone paving fraudulent individuals. It is just a matter of 


how much of Ain we can afford to put on, or anybody ean afford 
to put on,so that it doesn’t cost the fund more. 
I talked about a retentio If we had to snend 10 nereent of the 


premium in checking, our retention would have to be 10 percent 
highe r. The money hasto come out of the premiums. 

Mr. Lucas. And if the premiums do not cover the claims, what 
Re noses 

Mr. Danpy. » pay the claims and take the loss ourselves. 

Mr. Lvcas. pee there is one other thing you do, too. You raise 
your premium: don’t you ? 

Mr. Danny. And there is no requirement that the pohievholder pay 
that raised premium. Wemay lose that. 

Mr. Lucas. Tow many times have you raised the premium with 
the Sheetmetal ? 

Mr. Danpy. We raised the premium on January 1, 1954, and give 
increased benefits along with the increase, or for at least part of the 
Increase in premium. 
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Mr. Lucas. How long have you insured the Sheetmetal W ork ¢ 
Mr. Danpy. January 1,1951,1t went in. 
Mr. Lucas. That is approximately 42 months? Yo ' 


phrase awhile ago. 
Mr. Danpy. That is up to June 30, 42 mont 


Mr. Lucas. You made the statement awhile ago “We deti \ a 
not make a profit on this case after 42 months.” What do vou 
by that? Do you mean you are spending your stockholders’ money 
In order to protect these people nth group ¢ 

Mr. Danby. In this particular case we have so fat 

Mr. Lucas. Are you going to continue to do that / 

Mr. Danny. Obviously not indefinitely. 

Mr. Lucas. What are you going to do about it ? 

Mr. Danpy. I said, sir, that on January 1, in effect, ther 
premium increase involved in there. There are added benefits 

Jut we are now getting $12.24 a person instead of the SLO we ( 


setting before. So we have a $2.24 premium to pay for these adde 
benefits and which, we think, will help. We know the expe 
improved somewhat in the first 6 months of L954. 

We are hopeful that it is now on a basis that it will carry, and 
we are also hopeful that over a period of time we may recover thi 
losses. We know if we lose it now we have no way of getting 
the loss we have taken. If we can continue to carry it and make eve 
a small profit on it for a number of years, we are going to get that 
loss back. Obviously, we are GolIng to try to dot} at. 

Mr. Lucas. Do you have in your records before you the am unt 
of the loss your company has sustained under t] contract 1v 
months ? 

Mr. Danpy. I do have the figure of $52,499.73, which what Is 
left after the claims and the necessary reserve for claims that still 
have to be paid in that 42-month period, which was 3.56 percent of 
the premium. 

Mr. Lucas. Aren’t you telling the committee that vou still have 
funds on hand to pay future claims at the end of 42 months? 

Mr. Danpy. No, sir. 

These figures that I just quoted for the 42-month period include the 
cash claims actually paid up to the end of June. They include what 
we have paid, already paid, in the next 214 months following June 30. 

That has gone out now. They were incurred prior to June 30 
But we have since paid them, and there is also an estimated amount of 
the amount still to be paid. We have that. We have, I think, enough 
in that figure to pay all claims that were incurred in the 42 months. 

That has used up all but 3.36 percent of the premium we got. That 
is what we have left to pay all our expenses out of, and the expens 
greatly exceed that. 

Mr. Lucas. Then why did you say that “We definitely did not 
makea profit on this case after 42 months” ? 

Mr. Danpy. We definitely did not. For example, we have paid 
premium tax of 2.35 percent of the premium. 

Mr. Lucas. Are you counting other matters than the insuranes 
self, your taxes, and your cost of operation ? 

Mr. Danpy. That has to be paid out of the premium, sir. There is 
no other place for it to be paid. 


53814 o4 pt. 1 14 
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Mr. Lucas. I don’t mean to be technical about it, but I have an idea 
that if you and your department were operating at a loss, the direc 
tors of the company would be interested in what you were doing. 

Mr. Danpy. They definitely would, sir, and I assure you that in all 

ases we do not operate at a loss, and the ones that are, we e oeeiik to 
cet over on a basis inthe future where they will not operate ata loss. 

Mr. Lucas. And you intend to continue increasing the premium on 
the Sheetmetal Workers contract until you do make a profit on it, do 
you not ¢ 

Mr. Danpy. It is not necessarily true the premium will have to be 
increased any more. It may carry on the basis it is on right now. 
Experience is the only thing that will tell that in due course. 

Mr. Lucas. Mr. Fulle r testified that in 1953 there were 9.114 claims, 
und up mw itil Septe mber 1, 1954, there were 9.654 claims, I believe it is, 
or over 9,600 claims. Can you deduce from those two figures that 
vour costs are increasing or lowering ? 

Mr. Danny. No, I don’t think you can tell for certain. In the first 
place, we are vetting 99 4 pe recent more pre mium than we were gvet- 
tine In the second place, it depends on the a vernge amount of the 
laim. This plan includes doctors’ calls. You can pay an awful lot 
of $6-doctor claims by number of claims compared to one $500 hosp! 
tal bill. I don’t think you can go just on the number of claims. 

Mr. Lucas. Mr. Dandy, the sum and substance of it is that you are 
n business for a profit and you are going to continue to make a profit, 
ind you are cong to col til le oly l g the servic e th it vou cal afford to 


e amount oft premium ou receive. unaer the contract 


l. 


e under t 
‘Lexpect you, as I expect every other businessman, to receive a profit 
his ¢ pera tions Bi it I; Iso « xpect you to take eare t] at those who 
ire entitled to the benefits under their contract receive their full 
amount, and that none of these funds be funneled off into something 
that is illegal or erroneous. Or by carelessness or oe of the opera- 
tion of the fund, to have their premium go up, that be increased. 

Now I] nave one other phase of your testimony iio has interested 
me, Mr. Dandy. You stated that Mr. Jones, that is, mz Mr. Jordan 
Jones up in Sacramento, who seems to have some great influence over 
the awarding of such contracts as these, “Was the man we always dealt 
with in group cases.” 

Can you explain to us why Mr. Jones was the man you always dealt 
with in group eases? 

Mr. Danpy. I am sorry. I should have made that clear. It is on 
the group cases on which Mr. Jones is the broker. It is not all group 
cases. We deal with a broker. That is our established practice. If 
Mr. Je nes is the broke "ona group case, We S houle 1 deal through him. 

Mr. Lucas. Then can you explain to us why your company assisted 
Mr. Jones to become an agent or a broker in the State of Arizona 
when your company was about to move in with the Sheetmetal Work- 
ers? Why did you deal with Mr. Jones then? 

Mr. Danpy. We are always willing to assist any agent or broker 
to get licensed so that he will have an opportunity of writing insur- 
ance with us. 

Mr. Lucas. It is also true that you would expect it because Mr. 
Jones was your friend, you expected to receive a benefit out of it 
yourself. 
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Mr. Danpy. We hoped that we would get business from him; 


Mr. Lucas, W hy did you expect t Mr. Jones to show you this favor ¢ 
Mr. Danpy. I didn’t say “e xpected,” ir. LI said we hoped. 

Mr. Lucas. All right, “hoped.” 

Mr. Danvy. Not because we assisted him in getting a license. Any 


1 of 15 companies would have done the same thing for him. Ther 
is nothing to that. And as I say, we will do that not just for Mr. 
Jones, but for any agent or broker. 

Mr. Lucas. That is all well and good, but answer my question, Mr. 
Dandy. 

Mr. Danpy. May I rehear the question, sir? 

Mr. Lucas. Read it, please. 

(Record read | y the reporter. 

Mr. Lucas. Why did you expect Mr. Jones to be in a po ion to 
be he Ip ful to you. I will strike the word “e xpect * and make it “hop ee 

Mr. Danpvy. We knew that Mr. Jones had written group insurance, 


had been the broker on group-insurance policies which we were the 
insurance company on. We hoped that in the a Mr. Jones would 
have ” Oppo rtunitv to be the broker on othe cases, and, again, we 


hoped t { - Wwe would be fortunate enough to | ha insurance company 
on the business. 

Mr. Lucas. And you knew, when you knew he had been the brok 
on other group cases, that Mr. Jones was specially friendly with the 
leadership in the sheet-metal workers: is t] + not righ t ¢ 

Mr. DANDY. We knew he had heen named broke) on the northern 
California and the southern California, both, yes, sir. Not spe y 
friendly, I didn’t but we knew he was the broker. 

Mr. Lucas. And you expected by reason of his past associations 
to take adval tage of lis connect ion s with those people; is that not 
right ? 

Mr. DANDY. T don n't thin | “take advant tage are the right words, ir. 

Mr. LUCAS. Well. t to receive the contract oe 

Mr. DANDY. We were already the ins irance Ipany on the two | ig 
sheet-metal cases. We would feel that we h: ar better than average 
chance of writing this comparatively small At ‘zona Case; yes, sir. 

Mr. Lucas. Do you know Mr. Jones? 

Mr. DANDY. Yes. 

Mr. Lucas. Do you know whether or not he is a friend of Tom 
Hanley ? 

Mr. Danny. Of my own knowledge, or hearsay or what, sir? I 
have never met Mr. Hanley until, I believe, yesterday. I don’t recall 
having met him. Therefore, I have never seen Mr. Hanley and Mr. 
Jones together. 

Mr. Lucas. As a matter of hearsay, do you know whether or not 
Mr. Jones and Mr. Hanley are such friends as Mr. Hanley would 
show business favors to Mr. Jones? 

Mr. Danpvy. I wouldn’t know that, no, sir; not that latter part. 

Mr. Lweas. I confess I don’t know it, either. I am just wondering 
if there isn’t some connection back there. Businessmen use connec 
tions. 

Didn’t the company know that there was some privilege that would 
accrue to the company by reason of their dealing with Mr. Jones and 
that Mr. Hanley was the person who could bring them that privilege? 


er 
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Mr. Danny. Once again I must say that what we did for Mr. Jones 
we will do for any agent or broker. , 

Mr. Lucas. That is not answering the question, if you don’t know 
the answer. 

Mr. Danpy. I don’t know as to that. 

Mr. Lucas. I was trying to put some things together I didn’t know 
myself. I think you have heard, and you won't deny this, that Mr. 
Hanley is influential in matters pertaining to sheet-metal workers in 
southern California ? 

Mr. Danny. I understand that; yes, sir. 

Mr. Lucas. And I think we will go a step further, that Mr. Hanley 
has been influential in matters concerning welfare funds for sheet- 
metal workers. hg - W that. too? 

Mr. Danpy. Yes, sir. 

Mr. Lucas. And 1 is perfectly logical to assume that Mr. Hanley 


l 


may have had some ree with Mr. Jones in the past. Is that not 
logical / 

Mr. Danpy. That last question, sir, was: Was it logical to assume 
that Mr. Hanley and Mr. Jones had some connection together? Was 
that the inference I caught from it ? 

Mr. Lucas. I will withdraw that question, Mr. Dandy. It is outside 
of your field. 

Mr. Dandy, I am going to make one statement and then terminate 
my interrogation of you. Your insurance company has what appears 
to be somewhat in the nature of a cost-plus contract on these group 
policies or this group policy with the sheet-metal workers. I get the 
impression thi at you are going to make a profit, notwithstanding the 
amount of claims that are paid, because you can always go back to 
them, by reason of your friendship with them and their leadership, 
and ie a greater premium in order to cover any possible losses you 
may have had in the past, in order to assure you of a profit. 

1 hat. is my conclusion, sir. If you want to respond to that, I would 
not deny you that privilege. 

Mr. Danpy. I am sorry that I cannot agree with that conclusion, 
sir. We have no guaranty at all that they will stay with us. You 
sav that we have a cost plu contract ¢ 


Mr. Lucas. I said somethi o in the nature of a cost pee contract. 


Mr. Danpy. Right now the plus is very, very negligible. In fact, 
there isn’t any plus. It has cost us. I do not aes for parE there 
are sever: al things that could h lappel We might sav we would need a 


S14 premium. Where are they ec age it? Well, the em] lover 
trustees might agree to pay it out of the trust funds or they might not, 
I don’t know. They might turn around and find some other company 
would write it for $13 

Remember, these are emp lover trustees and emplovee trustees, I 
have no guaranty that we will make money on this policy, and I don’t 

think anvbody would guarantee to me that we will. We would like to. 
That is all I can say. 

Mr. Lucas. That is all, Mr. Chairman. 

Mr. Hour. Mr. Miller? 

Mr. Mirier. IT think, Mr. Dandy, this has been gone into pretty 
thoroughly from several standpoints, but I am not too well satisfied as 
to the working of this retention. It is intended, is it not, to be a sort 
of insurance against loss? That is the purpose of it, is it not? 
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Mr. Danny. No.,sir. 


Mr. Mitter. What is the purpose of this percentage of retention ? 
Mr. ge A retention is someth Ing that we, and every isu a 
comp , must keep to cover expenses, premium taxes, Federal rhe ( 


taxe Saeed S COMMISSION, all t he expe nses th: iweotoma reupt eC] 
hing’ Of an msurance ce pany n t be paid Tor, and a pa oi the 
premium must go for that purpose. That is the reason foi 
retention. 

Mr. Minier. Well, it still looks to me, in a very loose way of expr 
ing It, as be hg intended to covel your expel es, in other words, and t 
guarantee against a loss. 

What I am leading up to is this: If you would make a 
centage of retention. would vou not be more caretul in the pa l O 
the claims against any possibil ty of fraud or mistake ¢ 

Mr. Danby. On the first ~~ of that, sir, the size of the retention 
would not have any effect that way. On the second part, we { 
as you do, that fr: audule nt claims, people not entitled to claims, should 
not be paid. We do the m xXimum Investigation, encourage the X 
mum investigation, that can economically be done within the premitun 
structure that the group insur ance involves. 

If we were to get into a comp lete investigation, Lke I understand 
has been sugvested, we might as well eet out of the group i l e 
field. We will be getting completely on an individual policy basis, 
then. 

The W hole idea is to provide this insurance as cheaply as can be dot e, 
by mass selling, covering a lot of people. You just couldn’t spend the 
money to investigate these claims without raising the cost of the ins 
ance. ‘There is some investigation, but to investigate every claim 
could not he done, , 

Mr. Mixter. I would like to ask: You, no doubt, have a very wide 
experience in dealing with the human element. I am interested in 
what your experience has been. You are dealing mosily with a class 
of very common people, neither wealthy nor poor, just the average 
American citizenship. Isn’t that right for the people who are insured 
under your policy ¢ 

Mr. Danny. The people insured under the group policies, I weuld 
say, yes, are average American workingmen, yes, Sir. 

Mr. Minter. I am wondering this. This goes to the gist of this 
question, too, to this situation. You seem to have developed onsid- 
erable confidence in these people. You say that only spot checks are 
made, and you very seldom find deliberate mistakes whiel COULG 
amount to graft or crookedness. Is that right? That is, on the part 
of the insured / 

Mr. DANDY. I think that is right, sir. I cannot believe there is 
comp rlete di shonesty. On these things, you need two people. You 
have to have the claimant and the doctor or the claimant and the hospi- 
tal joining together ina conspiracy. What we are paying are doctors’ 
bills or hospital bills, or some thing of that kind. Yor i have to have 
the two of them getting together on it. 

Mr. Minter. Do you think there is considerable temptation held out 
to a doctor to exaggerate as to the value of his services 4 

Mr. Danpy. Our policies have limits in them. We have a limit for 
each surgical operation so it isn’t going to gain him anything to exag- 
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gerate, to increase his charge. If for a certain operation the surgical 
schedule pays $100, that is all that w 1] be pal d for that oper: ition from 
the insurance company. He can charge a thousand dollars, but he 
can Oo! ly lect a hundred dollars so far as we are concerned. 

Mr. Miirer. But he might charge a hundred dollars for a $50 


Mr. Danpy. He might. I do have confidence in our medical 
profession. 

On that other pol it that you raised, that I had met a lot of these 
people. Mr. Miller. I would like to say Tam an actuary. I deal with 
the actuaries of this busines I have met the trustees. I don’t know 
that I have met a great m nber of the e ployees covered under these 
plans. 

Mr. Mu LER. From \ our actuaria | experience, you ul) doubtedly | ave 
to pass judem«e nt more or less pris ate ly on these things. would you say 
that this group insurance is a pretty safe kind of project for the 
American workingman, that he can continue in this and that he can 
perfect it safely, not only from his standpoint but from the standpoint 
of the American public ? 

We re thn k ne about the pub lie. we people, not about you em 
plovers nor about the en iplovees : ee > 


Mr. Danpy. I ce rtainly would say that. I think group oe 
sir. serves a great social need. I te it should he encoura’ dj 
every way. I think it serves a oreatl need to the average American 


oo ngman. 
Mr. Mituer. That isall. 

Mr. Hour. Mr. Dandy, I want to thank you for being very patient. 
It has been an exhaustive examination here this morning in our seerch 
for information. 

You had stated you were an actuary, and in that department. For 
my own education in the insurance business, does your company or 


other iz surance companies, as a general rule, take these group policies 
like anc ot er manufacturer woul la product and the profit on one would 
offset the profit on another? JT mean like a man manufacturing two 
item : In other words, by law, you don’t have to break even or make 


a profit, by State law, on a particular group plan; do you? 

Mr. DaNpDY. No. we don’t. 

Mr. Hour. Just what are the rules and regulations statewide on 
this? 

Mr. Danpy. There is one thing that stops it from being quite sim- 
ilar to that illustration you gave, and that is the practice of all com- 
panies, where the loss ratio is low, of making refunds on the good 
cases, and on the bad ones you take your loss, you hope to be able 
to raise premium and get it back. 

You also must include in your retention a risk factor. There must 
be a ttle something in there on the good cases that will help pay 
these losses. But itissmall. It isasmall risk factor that goes in there. 
That is the way we do it. 

= Hort. These group policies as a whole, are they treated more 

r less like you would treat a burglary policy, or a store that gets held 
up too much, or on automobile accidents? Do you look at it like 
that, from the company viewpoint? 

Mr. Danpy. Do you mean a case that has a high experience? 








Mee 
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Mr. Horr. Yes, high experience. 


In other words, you insure a store, or insure an automobile driver, 


5 
l 


and if he has too Many accident you don’t like to insure that person 
much longer. In these group policies, Is 1 the same or doe s the same 
rule apply / 

Mr. Danny. No. 


We call it ailing cases. ‘J ey are ailing. So we have a whol pre 
cedure set up. We start to Investigate them, to see what 1s causing 
hem. Is there something wrong with the claim’ It is the nature « 
the business? Is the premium not high enough to cover it hat 


is obvious, but is that the only reason why it is ailing, with the pre 
mium not high enc ugh. 

We investigate it, and if it has to be, we ask for an increase 1 
premium, and we hope that we get it, and we hope that what wi ive 
investigated in this policy in the way of a loss will come back i 
subsequent years 

Mr. Horr. Does your company operate 
ifornia 4 

Mr. DaNnpy. No, sir, we operate nationwide, 

Mir. Horr. Forgive my ignorance, 

Mr. Danpy. All except New York or 1 or 2. About 46 States, 
Canada, Hawaii, and the Ph lipp nes. 

Mr. Hour. Insurance colmpanhles have to gO 1n and abide by the 
State rules only 4 

Mr. Danny. You have to abide by the State rules 

Mr. Horr. In conclusion, Mr. Dandy, I do want to thank you for 
your cooperation, as 1 mentioned earlier . 

It was stated by our committee counsel that your company did co 
operate with our committee. 

I would like to ask you if you have any suggestions or recommenda- 
tions to this committee in our search in this new field of welfare in- 
surance funds, particularly whether the control should be statewide 
or federally ¢ 

Mr. Danpy. Yes, sir; I would like to speak on that. 

From Occidental’s point of view, and possibly from the industry, 
the entire insurance industry, I don’t feel that I can speak because the 
whole thing has to be considered. 

I have no doubt that the industry will be very happy to work with 
this committee any way they can, to offer any suggestions. 

[If you want my own personal feeling on it, as long as it is under- 
stood it is not Occidental’s attitude at all—— 

Mr. Hour. I would like your personal feeling. 

Mr. Danpy. I feel if your investigations turn out that legislation 
is necessary, that there are abuses that cannot be corrected in some 
other way than by having legislation on this, that it should be at the 
State level. 

We have excellent machinery in the State insurance department, and 
I would feel that they would be quite capable of adding welfare plans 
to their investigation—— 

Mr. Hotr. Under their jurisdiction ? 

Mr. Danpy. Yes, under their jurisdiction, and send their examiners 
out to examine them the same as they examine banks. 

Mr. Horr. At the present time, does the State department of in- 
surance examine the welfare funds? 
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Ir. Danny I don’t bel they have any jurisdic tion over it, ex- 
ept 5 rar as @ Msurance vie ( meernect. 

Mr. Hoxit. They don’t look into these funds at all? 

Mr. Danny. Not the funds themselves, I don’t think. 

Mr. Hour. Of the operation 4 


ae DAND Che insura department actuary is here. 
Ir. Hour. I just wondered if there is a difference in the way these 

ire (led with any insurance company and othe policies. 

Mr D npby. The insurance department would examine all our 

If you are peak neg of the me ey the trustees have in the bank, I 
don’t believe they have al yur sdiction to los k into that. 

Mr. Horr. My point is this: At this time, will you explain briefly 

hat late ry laws yo re under now 1n relation to other insurance 


activities a company has, and not yours particularly 


Mr. Danpy. There is an excellent insurance code that each State 
us, Stating the kind oO] ura e that can be written. l nder’ group 
specifies the kind of groups. You can write employer groups, you 
rite trustee groups, and there are certain rake yf groups you 
cd: auraeitien 
They specify certain necessary clauses that must go into every 
pol requ red 
Of course, that is on the insurance code end of it. 
Phen they also examine financial stability and our reserves, are 
¢ ieq ite? 
It is yust about evervt! o there is ibout an insurance company. It 
not just the one state tf if does ta The sstates ioO1n toget he r and 
they have representatives from all over the country. Possibly 15 
States come in, when they examine your company. They spend 6 





months or more, I know, with us every third year. 

Mr. Horr. Do you have any other statement you would like to 
make ? 

Mr. Danny. That is all I have. 

Mr. Horr. Does a inybody have any other = ion ? 

Mr. Danvy. ae was a question that was started to be asked 
yesterday by the chai ya think, as to why Ocei lental had written 
so mu h of this busi hess. 

Would you be interested in the answer to that from me? 

Mr. Horr. Yes. 

Mr. Danpy. We more or le sp oneered this welfare type. A lot of 
compat Ss write many emp loyer groups. We were the first to get into 
the welfare plans. We have specialized on them. We have had our 
salaried group men out working, endeavoring to write this business. 

The cases you are looking at here are right in our own backyard, so 
to speak. We are a 108 Angeles company. We are the » biggest com- 


pany domici iled 7 is State. 
I think it is ‘eds . wrical that we should have written a fair amount 
of insurance here. We are one of the large companies 1n the country 


Ql d we are q ite a bit (1 e largest in California. We are Sth, as my 
counsel remarks, th: ul is In group insurance, and 13th in general size. 

That, I think, explains why it is that we happen to be the insurance 
company on these part sisalar cases that you have brought up with your 
committee. 








; 
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Mr. Hour. When did these welfare trust funds start to become a 
reality ¢ 
Mr. Danpy. Shortly after the Taft-Hai vy. We really cot into it 
a little bit in 1948. but 1949 w our start It j pretty new W 
all been fee] ne our way ol this th ; 


We are eettine bette results all the time. ternally. ow te i 
thnem ’ 

Mr. Hour. Is industrv as a whe aa , i 
a group association, particularly ¢ 

Mr. DANDY. Well. ther sa lift | eP associat 
> nts companies, and the (me in Life Convention, a d they are ver 


definitely interested in these: ves 


Mr. Hovr. Mr. Dandy. | wan to tha k you once agalh Tor you! 


cooperation and your helpful testimony, and excuse you at this time. 
You enn be excused a ; : 

Mr. Danpy. I will be need igain, or am I excused ? 

Mr. Hour. No: vou will be excused. I want to thank vou L kne 
you have waited 1} ind ) lay 


Mr. Danpy. Thatis all right. J k you 

Mr. Horr. Off the record 

(Discussion off the record. ) 

Mr. Hera. We will be in recess until’: 86 this afterncon. 

(Thereupon, at 1:30 p. m., a recess was taken, to reconve 
p m., same day.) 


AFTERNOON SESSION 


The I ring re vened at } X] i of the 
recess 

The Cuamman. The hearing will please come to order 

The first witness is Mr. Ronald Martin, F¢ lers Insurance C 


Is Mr. Martin in the room ? 

Raise your right hand, Mr. Martin. 

Do you solemnly swear that you will tell the truth, the whol 
and nothing but the truth, so help you God ? 

Mr. Marrry. I do. 

The Cuairman. Counsel, you may proceed 


Mr. Weirmer. Mr. Martin, would you state your name ? 
TESTIMONY OF RONALD MARTIN, OF FOUNDERS INSURANCE CO. 


Mr. Martin. Ronald J. Martin. 

Mr. Weirmer. Who are you working with now ¢ 

Mr. Martin. Founders Insurance Co. 

Mr. We_rmer. What was your job before Founders? 

Mr. Martin. I was assistant actuarian and chief underwriter of the 
grou » division for Occidental Life. 

Mr. Wetrmer. During what period ¢ 

Mr. Martin. From 1946 until the early part of this year—March, 

Mr. Weurmer. In that capacity, did you ever come in contact wit! 
the sheet-metal-pool policy ? 

Mr. Martin. Yes; I did. 

Mr. Weurmer. I have here a letter of M iy 15, 1952, which I will 
read to you. 
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Metal Workers Welfare Fund of southern California, 





ce Oo 1e 

gr | y Ni 
Mr. Tom HAN 

/ 1m Calif 

Dra [om Attached are two copies of the report on policy 2355 LH, Sheet 
Metal Workers of Southern ¢ ornia, together with our check in the amount 
f $16,192.73 rhe check may be delivered to the trustees along with the at- 
ched letter and copy of the report. If you wish to do so, or if you prefer it, we 
Will | them direct 


Yours very t 
R. J. MARTIN, 
Chief Undericriter, Group Division. 

My question is, Why did you send this check directly to Tom 
Hanley / 

Mr. Martyn. I don’t remember the exact reason. I think it was 
because I knew that he was going to be present at the meeting at which 
we wanted the che Ik presel ted. 

Mr. We_rmer. Who is Tom Hanley ? 

Mr. Marri. At that time he was international re 
Sheet Metal Workers Union. 

Mr. Wetrmer. Was he a trustee ? 

Mr. Martin. No. 

Mr. Wettmer. Was he administrator ? 

Mr. Martin. No. 
Mr. Werner. Did he have anything to do with the trust fund or 
i. ‘i 


] 
/ 
ire Tuna 


] resentative of the 


wet 
Mr. Martin. Well, I don’t know exactly whether he did, or not. I 
know that we used to talk to him freq rently because he was the 
Ontact man. 

In other words, he was the man through whom we worked in con- 
junction with Jordan Jones. 
Mr. Weurmer. Did he receive that check ? 
Mr. Martin. Well, I presume so. It was mailed to him and I don’t 
think the check came back. 

Mr. Wettmer. I have a check voucher here of the Occidental Life 
Insurance Co., dated Augu 36 ZZ, 1952, from which I quote: 


Original voucher canceled 8-22-52, check canceled because original check lost. 


teversal of entry made 5-14-52 


Wi VY was inother ( he ck in the amount of $22,537.13 later issued to 


the trustees of the sheet metal workers welfare plan of southern Cal- 
ifornia ? 

Mr. Martin. The original check was based on a calculation of the 
refund due, and that was based—because it was made shortly after the 
end of the year and before all the claims had run out, it was based 
on a statement which I had made earlier of the amount to be charged 
for out standing claims. 

General investigation showed that the statement was slightly high, 
to the extent of about $5,006 Int nd so it was necessary to rey ise the cal- 

ul tion, which we did. 

In the meantime, the check for $16,000 had been lost, I was told, 
because Mr. Hanley’s brief case was lost, and the check never has 
turned up. We stopped payment on it, of course, the $16,000 one. 

Mr. WELTMER. The sixteen-thousand-dollar and some odd-cents 
check, and the twenty-two-thousand-dollar-and-some-odd-cents check 
both covered the same pe riod: is that correct ? 


| 
i 





ARRON > id tsi = 
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Mr. MarrtTINn. Yes. If the $16.000 che k had not been iOst, 1 WO d 
have been returne a to us for cancellation, to be replacec ; 
che k. 

But the S16.000 check had been lost. and so vhen we estab ishe a 
that it had been lost and couldn’t be found, we simply stopped pay 
ment on it and reversed the entries. 

Mr. Weurmer. Did Mr. Hanley or anyone ever object that the 
original $16,000 check was insuflicient ? 

Mr. Martin. I don't recall. I presume so, because it must have been 
drawn to our attention. 

Ordinarily, such a thing would—well. just a minute. I am trying 
to remember the facts there. 

At a meeting oi the trustees, I think, I was asked what the refund 
would be. This meeting was held in the early part of December, | 
guess, or November, sometime about then, and I was asked what I 
thought the amount would be. 

And with the iniormation I had available at that time, J suggested 
that it would probably be about $22,000. 

Then our calculations turned out, we ran out the calculation, to 
$16,000, and the check was issued for that amount. 

Before the check was cashed it was brought to our attention that 
the $16,000 was less than I had estimated, so I investigated the actual 
claims which were available by that time and we decided to revise the 
amount. 

Mr. Wetrmer. Who specifically talked to you about this ? 

Mr. M ARTIN. Py bably Jordan Jones. I can’t rer all a conversation 
as far back as that in detail. 

Mr. Wetrmer. So, apparently, you can change the amount of re- 
fund if no one obje ts; is that correct? 

Mr. Marrin. If the facts justify it. 

Mr. Wetrmer. If someone does object, that the refund is insuffici 
ent,, then you can revise it and give back more money in the refund ? 

Mr. Martin. If the facts justify it. 

Mr. Wecrmer. I have here a memorandum dated October 24, 1951, 
from Jordan Jones to you, wherein it is indicated that you were told 
not to give any information to Messrs. Rios and Gagnon unless they 
appeared with an official written request from the trustees of the wel 
fare fund. 

Was it your practice to always comply w ith the wishes of Mr. Tom 
Hanley ? 

Mr. Marvin. How does he enter into that? 

Mr. Wetrmer. I will read the letter. It is dictated by Jordan 
Jones, 10-24-51, re Southern California Sheet Metal Workers: 

Mr. Martin: At the meeting last night of the executive committee, it was 
decided that two members of this committee should make inquiry of Occidental 
Life as to the amount of reserves which are presently set up on the case. I talked 
to Tom Hanley regarding this and he requested that the company inform the 
two gentlemen, Mr. Rios and Mr. Gagnon, that no information on the case can be 
given to anyone except where an official request is made in writing, signed by 
the trustees from both sides and the cochairmar 

JORDAN JONES. 

P. S.—Don, these two men referred to above are nothing more than trouble- 
makers in the case and that is the underlying reason why this information 
should not be given to them except under the circumstances stated above 


Mr. Martin. I think that is reasonable; isn’t it? 
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Mr. Wetrmer. I wish to ask the question again: 
Was it your practice to always comply with the wishes of Mr. Tom 
Mr. Martin. No. working for Occidental. 


Mr. We_rmer. Apparently this was Mr. Tom Hanley’s request, and 


that is why I was interested. 

Mr. Martin. Well, yes,and if Mr. Hanley made a reasonable request 
to us, we might very lk iply with it. If we didn’t think it was 
reasonable. we would: 

Mr. Weurmer. Is t 

Mr. Martin. Y 


The Cuarrman. Why would you send a check belonging to the wel 


t] une Mr. Tom Hanley to whom you sent 


fare fund, set up legally and all by contract, and having had admin- 
istrators to run it, why would you send a cheek which ha to do with 
h rmoney, a fund, work rs’ money and all, to some man who 
isn't a trustee and who is not the administrator ? I don't quite get 
that Why would vou do that ? 


1 


Mr. M ARTIN. ] knew he wa Fong to be at the m eting and I sent 
it to him 

The Cuarrmman. Do you think that is a good reason ? 

Mr. Martin. I thought it was at the time. 

The Cuarrman. Are you using him as a messenger ? 

Mr. Marrin. In that respect, y 

The Cuarrman. Why didn’t you mail it to the administrator, or a 
trustee, or the trustees ? 

Mr. Marrin. It just seemed like a convenient way to get it where 
we wanted it to be. 

The CHarman. Was it a thous 


y 


ht of your own, or was it requested 
of you, or just what? 

Mr. Marrin. I can’t remember. We would ordinarily, I think, or 
very likely—we have often made a practice of sending it through the 
broker It may be that Jordar suggested that I send it to Tom because 
Jordan wasn’t going to be in town, or something like that. 

The Cuarman. I could understand sending it to the broker. That 
might be done in or: 
trustees, 

But why some other person ¢ I just don’t quite vel that. 

Mr. Martin. Well, I don’t know. It seemed like a convenient way, 
as I sav. of getting it there. 

Mr. Hour. To be more specific, why was he chosen? Because of the 
position he held 2 Why did you send it to him ? 

Mr. Martin. I mentioned that he was international representative 
and that he had been working alone with us to get the business in force 
and to keep it in focus. 

Mr. Hotr. How do you mean to get the business in for you and keep 
it in for you? 

Mr. Martin. When a policy is to be written, you have to have some 
people that you can talk to. They just don’t walk in to the office and 
present the policy to you. You have to talk to the people and have 


nary practi ‘e, or to the administrator or the 


them sign the necessary documents and convince them it is the proper 
company to handle it. 
Mr. Hanley had been present during some of those negotiations. 
Mr. Hour. As a trustee ? 








agate. 
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Mr. Martin. No. 

Mr. Hour. In what role? 

Mr. Martin. Well, I presume as international representative. 

Mr. Horr. Then in this - 

Go ahead. 

Mr. MARTIN. Could I explain there ? In many cases all of the 
trustees are not present at every interview during the preliminary 
negotiations on a policy, or even during the continuing negotiatio 
They are kept aware of what gvoeson. But individuals discuss various 
aspects of it. 

Mr. Hanley, as a representative of the union, had been present, had 
bes 8 acquall ted, al d had { ilked to us about Mlany of the reatures of 
this particular policy. 

Mr. Houir. Where was he wh you sent the check to him? 

Mr. Martin. At the Stilwell Hotel. 

Mr. Hour. Here in Los Angeles? 

Mr. Marrin. Here in Los Angeles, ye 

Mr. Horr. Did he nave an office there ? 

Mr. Martin. No, but he was staying there, and the meeting was 
being held, 1 think, that same evening. 

Mr. Horr. The check was sent to the hotel for somebody to br 
to the meeting ? 

Mr. Martin. That is right. 

Mr. Hout. The check was made out to whom ? 

Mr. Martin. To the trustees. I think it—- 

Mr. Hott. Maybe I failed to get it, and if I did, I would like to 


ape logize for it. 


3 


But what reason, to the best of your recollection, would you have for 
giving it to Mr. Hanley? : 

Mr. Martin. As I said, he was going to be at the meeting and I 
wasn't. It seemed like a convenient way of getting the check to the 
meeting. 

Mr. Hoxit. Why not a trustee? 

Mr. Martin. I don’t know that I had the address of any trustees. 

Mr. Horr. How about the administrator ? 

Mr. Martin. It could have been sent to the administrator. 

Mr. Hotr. Why wasn’t it? 

Mr. M ARTIN. Well, as I said. it seemed convenient to send it to Mr. 
Hanley. 

Mr. H LT. Did you have other co respondence wit 
tor regarding this Insurance program ¢ 

Mr. Martin. I imagine there must have been some. I can’t recall 
details of the letters. 

Mr. Hour. Did you, for instance, address other letters or send other 
documents to people concerning this fund? To the administrator, for 
instance. 

Mr. Martin. Well, there was routine correspondence with the ad- 
ministrator. I can’t remember whether I wrote to him, or not. It is 
in the file, if I did. 

Mr. Hort. But normally you would send everything concerning this 
fund to the administrator ? 

Mr. Martin. In regard to routine matters, yes. 

Mr. Hour. How about money? How about other checks? 

Mr. Martin. There weren’t any other checks. 


1 
} 


1 the administra 
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Mr. Hour. This is the only check? How about the second check? 

Mr. Marrry. The twenty-two thousand ? 

Mr. Horr. Yes. 

Mr. Martin. I don’t remember where that was sent. I presume it 
got to the trustees all right, because it was cashed. 

Mr. Hour. It was cashed ? 

Mr. Martin. Yes: it was deposited in the trustees’ account. 

Mr. Horr. It wasn’t your job to send it to somebody # 

Mr. Martin. Well, not specifically. I mean, the check come 
through and I might have sent a covering letter or I might not. It 
would show in our file. I mean, the file was there and it would show 
whether I did, or whether I didn’t. 

Mr. Hour. You have no other explanation of why this check was 
sent to Mr. Hanley ¢ 

Mr. Martin. No. 

Mr. Lucas. Mr. Chairman, while we are on this subject, let me 
ask you a direct question. 

Did Mr. Hanley ask you to send it to him ? 

Mr. Martin. I don’t think so. 

Mr. Lucas. Did anyone in the union ask you to send it to Mr. 
Hanley? 

Mr. Martrn. TI don’t think so. 

Mr. Lucas. Did Mr. Fuller ask you to send it to Mr. Hanley? 

Mr. Martin. I don’t remember, but I don’t think Mr. Fuller was 
administrator at that time. Washe? The file shows, doesn’t it ? 

MeCormick was administrator at that time. I am sure McCormick 
didn’t ask me. 

Mr. Lucas. You answered those questions “I don’t think so.” 

Can vou be more definite than that ? 

Mr. Martin. Not without looking at the file. 

The Cuarmman. You send out quite a few checks, I presume. 

Mr. Martin. Yes: quite a number. 

The Cuamman. Where do they go? Where do you send them? 

Mr. Marrin. Well, they went to different places. It would de- 
pend on where they went. Some I sent and some I didn’t. I depends 
on whether—— 

The Cuairman. On this fund. 

Mr. Marrin. On this fund? No; I sent practically no checks on 
this. This is practically the only one, I think, these two. 

Mr. Hour. How did you know to send this to Mr. Hanley at the 
Stillwell Hotel? How did you know he was there? 

Mr. Martin. I can’t remember, but I think possibly Jordan Jones 
might have told me. I am sure that I sent it at Jordan’s request. 

Mr. Hour. That is all I have. 

The Cuamman. How long ago did this occur ? 

Mr. Werrmer. Well, the $16,000 check was sent on August 22, 1952. 

Mr. Martin. No; May, according to this here. 

Mr. We_rmer. That isright. May 13, 1952. 

The Cuarrman. All right, proceed, Mr. Counsel. 

Mr. Weurmer. That check was finally canceled out on the 22d of 
August, the same vear. 

Mr. Rios and Mr. Gagnon referred to in this letter I just read a 
minute ago, were they not both trustees ? 





7 
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Mr. Martin. I think they probably were. 

Mr. Wetrmer. They were employees-trustees, were they not ? 

Mr. Martin. I suppose they would be. 

Mr. Werrmer. I have a letter dated November 21, 1951, to Mr. 
Jordan Jones, 1812 J Street, Sacramento, Calif., re Sheet Metal 
Workers file of southern California: 


DeAR JoRDAN: I have not heard from Mr. Hanley in regard to the meeting 


which I presume is still scheduled for the 27th If I am expected to attend this 
meeting, I think it is essential that I have a preliminary discussion with either 
Mr. Hanely or with those members of the board in sympathy with his views 


Please let me hear from you by return mail. 

Would you care to comment on that letter ? 

Mr. MARTIN. Yes. There was to be a Inié eting of the trustees, and 
it had been suggested that I should be there. In going toa meeting 
of that kind, where you know there are two opposing factions, it 1s 
desirable to get as much information as possible as to what questions 
are going to be asked so that you can be properly prepared to give 
the proper answers. 

Mr. Wetrmer. In what capacity was Mr. Hanley acting at that 
time ? 

Mr. Martin. I think he was international representative, and he 
was the logical man to be able to tell me who was likely to present 
any particular points of view. 

Mr. Wetrmer. Did you get the views of the employers at this time ? 

Mr. Martin. I don’t remember. 

Mr. Wetrmer. Do you remember who the employees were? It says: 

Preliminary discussion either with Mr. Hanley or with those members of the 
board who are in sympathy with his views. 

Do you know who those members are, or were / 

Mr. Martin. No. 

Mr. Wetrmer. What took place at that meeting ? 

Mr. Martin. What meeting? 

Mr. Wettrmer. The meeting referred to— 

If I am expected to attend this meeting, the 27th of November 1951 


What was the discussion about? Who did you talk to? 

Mr. Martin. Well, we had a meeting with the trustees, and I believe 
that you have complete minutes of that meeting. 

Mr. WeirMenr. Do you remember who you talked to at that meeting ¢ 

Mr. Martin. All of the trustees were there. 

Mr. Wetrmer. I am talking about this preliminary discussion, either 
with Mr. Hanley or those members of the board who were it 1 sympathy 
with his views. 

Mr. Martin. Well, I think I may have seen them for a few minutes, 
before the meeting. In fact, I am sure that is all that happened. 

Mr. Wetrmer. Did you talk to Mr. Hanley at that time? 

Mr. Martin. Yes, I think I did. 

Mr. Wetrmer. What was your discussion ? 

Mr. Martrn. I can’t remember all of that. 

Mr. Werrmer. I am not asking for a verbatim quotation. I realize 
it has been 3 years. But what did you talk about? What was his 
request? What was your statement ‘ 
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Mr. Marrin. I can’t remember the details. You know that Rios 
al d (;agnon were Opposing Hanley and maybe some other people; J 
in t remem bel Ow. 
Mr. Wertrmer. Rios and Gagnon are employee-trustees ? 
Mr. MARTIN. Kmployee trustees, 
Mr. Weirmer. And they were opp¢ 
Mr. Marrin. I think I went int 
that with the explanations I could give the trustees we would be 
ible to retain the | hess. That is about as far as I can go. 
Mr. Weirmer. What was the purpose of your meeting with Mr. 
t 


SINE Mr. Hanley, ves. Go ahead. 


meeting with Tair conhaence 


1 


l 
) 


Hanley? Did youd rates, retention, or what? Coverage? 

Mr. Marrin. No; di ssed the attitude of the people at the meet 
ine. It was s mply In pre paration for a meeting so I wouldn't be 
aught completely unprepared for certain questions. 


Mr. Wetrmer. What type of questions ? 
Mr. NI ARTIN, Well, yo 1 sa Lhe questions that | asked. 
Mr. Were WER. Would y i care to tell the committee what type of 


pl 


aquest 


i Tt) « 4 « . 

Mr. MARTIN Well. | t] nk nce the complete minutes of the 

eet rare already in your pos sion, that it isn’t necessary for me 
to go over the questions. The minutes are much more comprehensive 
than my memory could possibly be at this time. 

The CHAIRMAN, W omebody summarize them? I have not seen 
them or heard them. Give usa summary of them. Is there anything 
Important ib it them ? 


Mr. Grauam. Mr. Chairman, while they are looking for those, may 
I ask a question ¢ 

The Cuairman. Certainly. 
Mr. GrauamM, Mr. Martin, Mr. Gagnon, who testified here yester- 
ay. testi hed ; 1 Tormer en ployee trustee of the we lfare fund of 
local 1O8,and asa paid-up union member. 

He further stated that under the constitution of the union, the 
nternational had nothing whatever to do with welfare funds, and 


o frowned upon, 1 ted, its representatives dealing with 
the welfare funds of local unions. 

Therefore, what position did Mr. Hanley occupy in relation to the 
welfare fund and the Occidental Insurance Co.? ~ 

Mr. Martin. Well, I suppose no oflicial position, but I didn’t study 
the constitution of the internation al before talking to them. 

In the ordinary course of events, you meet a man and talk to him, 
ind if he can give you some information which is useful, you continue 
to talk to him. If you find he isn’t able to give you any information, 
you go and talk to some body else, 

Mr. GrauaAm. Was he the policyholder? 

Mr. Martin. No. 

Mr. GrawHam. What was it? 

Mr. Martin. The trustees were the policyholder. 

Mr. GranaAm. But you didn’t know the address of the trustees? 

Mr. Martin. I knew the official address of the board, but I did not 
know the individual address of the trustees and had no occasion to. 

Mr. Granam. You dealt with Mr. Hanley rather than the trustees? 

Mr. Martin. I talked to Mr. Hanley. I wouldn’t say dealt with 
him. 
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The Cuatrman. What is this gentleman's job? What does he have 
to do back and forth here ¢ 

What is your job, or what was your job, at Occidental ? 

Mr. Martin. My job at Occidental was chief underwriter in the 
group division. I was responsible for the business that was ac epted 
by the company and for the maintenance of the business and the 
rates which were charged originally and which were charged in the 
future. 

That all came under my department. 

Certain of the larger cases I dealt with personally, and certain of 
the smaller ones were dealt with by subordinates. 

On the very large cases, reports would be made with management 
and they would be discussed with Mr. Dandy. ‘That is the vice presi 
dent in charge of the division. 

The Cuairman. Would you have anything to do with sales promo- 
tion, selling of insurance ? 

Mr. Martin. Under certain circumstances, 1 might assist in the 
sale of the case, not so much in sales promotion. 

Mr. Granam. May I clarify the position of counsel ? 

Are you counsel for this gentleman ? 

[ am questioning this witness, and I wish you wouldn’t interfere 
with my questioning. 

Mr. Neary. Mr. Chairman, may this be off the record? 

Mr. ( TRAHAM. Leave it on the record. 

The CHairMAN. Leave it on the record. 

What is the question ? 

Mr. Neary. This witness is testifying now as a former employee 
of Occidental about Occidental’s business. This witness is not now 
an employee of Occidental, as I understand it. 

Mr. Martin. That is right. 

Mr. Granam. He is testifying as an individual and as a former 
employee of Occidental. 

Mr. Neary. That is right, Occidental’s business. 

Mr. Granam. I am asking him about his own operation, as to why 
he dealt with Mr. Hanley rather than with the trustees. 

The Carman. I think it is up to the witness. Do you want him 
there ? 

Mr. Martin. I would like to have him here. 

The CnatrrmMan. All right. 

Mr. Grauam. You stated you knew the business address of the 
trustees. A refund of this nature was business, was it not ? 

Mr. Martin. Yes. 

Mr. Granam. Then why didn’t you mail it to the trustees at their 
business office ? 

Mr. Martin. Well, I have told you, I thought this was the con- 
venient way to get it there. 

The CuatrMan. He told us that before you came in. 

Mr. Wetrmer. Mr. Chairman, the minutes of these meetings, the 
gist of the minutes, is this: 

That the trustees were wondering whether or not it was possible 
for them to cancel their policy with Occidental and what would hap- 
pen, and so on, 


53814 54 pt. 1 —15 
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I would like to read a statement of these minutes made by Mr. Han- 
ley and then I would like your permission to make the entire minutes 
a part of the record, for reference. 

The Cuarrman. Allright. It will be so ordered. 

Mr. Wetrman. That is, a part of the official record. 

(The information referred to was filed with the committee. ) 

The date is November 27, 1951, a meeting of the joint board of trus- 
tees for the welfare plan, 2008 West Seventh Street, Los Angeles. 

On page 4, I read: 

Mr. HANLEY. I didn’t say we could not buy insurance, but before these trustees 
could change the policy, then it is a matter to be considered by the local union. 
I have no objection if you want to appoint a committee. I think you should save 
all the money you can, but to throw it wide open would later mean interference 
with the members’ benefits and that should be first taken up by the local union 
It has no place in this meeting. 

The Cuamman. You may proceed. 

Mr. Neary. Mr. Chairman, could I see that? 

The Cuarrman. When he gets through with it. 

Proceed. 

Mr. Wetrmer. I would like to read a letter dated December 12, 
1951: 

OCCIDENTAL INSURANCE Co., 
Terminal Annex, Los Angeles, Calif. 
(Attention Ron Martin.) 

Dear Ron: In connection with our telephone conversation today, regarding 
the Sheet Metal Workers Local 108, Los Angeles, I talked with Tom Hanley 
by telephone and he assures me that everything is under control. 

The reason he wants to talk with me and yourself is relative to lowering the 
retention figure because of the additional volume which will be derived by 
bringing in between 800 and 1,000 new members comprising Arizona, San Diego, 
Santa Barbara, and Bakersfield, and also the administration of the Nevada 
case through that office. 

I shall see him in San Diego on December 18, 19, or 20, and will contact you 
at that time to arrange for a joint discussion. 

Very sincerely yours, 
JORDAN L. JONES. 

Would you care to comment on the letter? 

Mr. Marrin. Well, yes. I think that is a place we can comment 
properly. 

The Cuatrman. Do you want the letter? 

Mr. Neary. I would like to have the letter. 

Mr. Martin. The Los Angeles case was a fairly large case, and 
because of that was entitled to a rate structure and a retention basis 
which would not be available to the smaller units if they stood by 
themselves. 

Mr. Hanley’s and Jordan’s idea was if the 4 or 5 units combined 
and all got together under the Los Angeles case, it would benefit 
everybody because the retention would be lower owing to the savings 
in expenses. 

Mr. Hanley, as the international representative, was, I suppose, 
the only person who could have brought those units together, because 
there wasn’t any cohesion between the separate locals. He wanted 
to talk to us about that, and how it could affect the whole arrange- 
ment. 

The Cuatrman. Mr. Counsel, I am thinking a little about this whole 
setup here. Let us see if I have this correct. 
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I can understand why he might at times talk to Mr. Hanley. They 
are trying to keep this business sold for their company. I can under- 
stand that. 

The thing I do not understand, and we have not cleared it, is why he 
would send a check to Mr. Hanley when it should be sent to the broker, 
the trustees, or administrator. 

I think when we divide those two parts, we get better clarification 
of some of his position. 

I do not say he should never be seen talking to Mr. Hanley. At 
least, that is my feeling. I do not think we are trying to prove that. 

I think you should at times talk to heads of your unions, since they 
negotiate additional business in the future. 

I still do not see, as I said before, why you sent the check to Mr. 
Hanley rather than to the administrator or the trustees, or even to the 
broker. 

With that clarification, you may proceed. 

Mr. Granam. Mr. Chairman, I think Mr. Weltmer’s line of ques- 
tioning is based on the fact that the trustees are responsible for the 
fund and for its investment, and not Mr. Hanley. 

The CuatrMan. Well, for the administration of it, but I think Mr. 
Hanley would have a great deal to do with it if they were going to 
increase the amount of coverage or change things of that sort. He is 
an influence with the union, and that is certainly one part of this pro- 
gram, and the employers the other. 

Mr. Grauam. The trustees are elected to do that. That is what we 
were trying to bring out. 

The CuarrmMan. The trustees to run the fund, but not necessarily if 
you are going to sell any insurance and have coverage like that. 

I think there are other people that come into that. 

Mr. Wetrmer. I quite agree, Mr. Chairman. 

On the original cover letter sending the check of $16,000 to Mr. Tom 
Hanley, of course, there was a doubt in my mind. I did not understand 
that. I thought some of these other dealings and transactions would 
support the reason for that letter. 

The Cuamrman. You may proceed. Just so we have a general un 
derstanding, you may proceed. 

Mr. Martin. This letter in which I sent the check to Mr. Hanley, 
in that letter I enclosed with the check a report to the board. There 
was, I think, a covering letter for the report, addressed to the trustees. 

I am not sure about that, but in any event, it was for the trustees. 

As I said, I knew that Mr. Hanley was going to be at the meeting. 
He had been at other meetings, and I thought it was a convenient way 
of getting it there. 

I think probably Jordan Jones was not going to be at the meeting, 
either, and he asked me to do it that way. But I don’t know for sure. 

The Cuarrman. I think you have made a mistake. 

Mr. Martin. I have done that before, too. 

The CHarrMan. A mistake that was not good. 

Mr. Mariin. It didn’t result in anything 

The Cnatrman. It should go to those actu: lly operating the fund, 
or having something to do with your insurance, but not to Mr. Hanley. 
Your insurance isn’t with Mr. Hanley. : 

Mr. Martin. Why wasit a mistake, sir / 
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The Cuamman. You had no right to send it to Mr. Hanley. It 
ought to have been sent to the trustees or administrator, or the broker. 
You could never argue anything different on that. That is an official 
act. Your official act isn’t to send it to the union leader. 

Why did you not send it to the employers association ¢ 

Mr. M ARTIN. In some cases, | might have done it. 

The CyHarrM an. You should not have done that. You should have 
sent it to the trustees, the administrator, or the broker. 

Mr. Neary. Mr. Chairman, as a point of information here, assuming 
that the check was made out to the trustees, and assuming the report 
was made to the trustees, and assuming that there was a covering 
letter addre ssed to the trustees saying, “Weare enclosing herewith this 
check and this report,” is there anything morally or legally wrong in 
asking someone that you are going to know is going to be at the meeting 
to take that to them ? 

The Cuatrman. I do not know about the legality of it. I am not 
a lawve Te It may or may hot he wrong. That I don’t know. I do not 
think it is a very good practice. I do not think you would condone 
that. ¢ ther. 

Mr. Neary. I may agree with you. 

The CuarrMan. That is right. I do not think you would condone 
that. 

Mr. Neary. But there is the relationship here. 

The CHAIRMAN. What is the relationship 4 Who owns the policy ? 
Certainly not Mr. Hanley. He has nothing to do with the setup, so 
far as the policy is concerned and the running of funds. 

Mr. Neary. I think as you stated yourself, it was the question of 
know Ing Mr. Hanley was voiIng to be at these meetings, and knowing 
that Mr. Hanley—— 

The CuarrMan. I did not say that. He said that. 

Mr. Neary. I am mistaken in that statement. 

The Cratrman, I think he should have sent that by mail or by 
personal messenger of some sort to either the trustees, administrator, 
or the broker, and he tells us he did not even know the address of the 
trustees, the policy is officially with a certain company. 

Mr. Granam. Mr. Chairman, I would suggest the comments of 
counsel be confined to advising the client. 

The Cuarrman. That is a good idea. I do not mind arguing with 
him, but I do not want to take up the time. 

Mr. Wetrmer. Did you ever approve any fraudulent claims on 
which there was a doubt as to eligibility ? 

Mr. Martin. Well, now, are you leading up to Bakersfield ? 

Mr. Weirmer. I would like a “Yes” or “No” answer to that question. 

Mr. Neary. Mr. Chairman, on that basis, I must, just to protect 
the witness personally, ask that that question be reframed. 

The CuairMan. I did not hear the question. 

Mr. Neary. Will you read the question. Have you ceased beating 
your wife ? 

The CHatRMAn. What is the question ? 

(The record was read by the reporter.) 

The CuatrmMan. You had better rephrase that. 

Mr. Wetter. I will withdraw the question. 

That is all. 
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Mr. Martin. I would like to say something. I never approved any 
fraudulent claims that I knew of. Of course, | wouldn’t. ‘That is a 
ridiculous question for anybody to ask. 

Now, I would like to talk about the thing that I think he was leading 
up to, if I may. 

The CHatrMan. What were you leading up to? 

Mr. Martin. No, I want to talk— 


The CHarMan. Let us hear the counsel tell us what he was leading 
up to. 

Mr. Wettmer. A basis for a further question. 

The Cuarrman. Can you not phrase it a different way and get ut 
you are after ¢ 

Mr. Wetrmer. Did you ever approve any claims on wl there 


a doubt as to eligibility ¢ 
Mr. MARTIN. That is a difhieult que tion to answer, beea IS¢ rt 


had been a \\ doubt on eligibility, we would have tried to elu 
There are a cou] rr Oo! ela ms on wi } ere wa One 

which were asked about t] orning. in Bakerstield. in 

W th the emplove rs, | Suppo et] ere Was a question ot el a bil tiv 


and | would like a chance to explain about those. 

Mr. Wetrmer. Go ahead . 

Mr. \IARTIN. When the Bake field lo« | Wa hen or broug 
the Los Angeles group, one of the union men who was do 
negotiating with employers had been familiar with the northern ¢ 
fornia plan, under which it was the practice for employers to | 
covered. 


Some of the employers in the Bakersfield area wanted to be covered 
under the plan. In the course of the negot tions pet wer e ul 
and the employers, the union man agreed that it would be all right 
to cover them. They pho ed me and asked me if it was a right, and 


I said “Yes,” and I think I wrote a letter covering. 
Generally, when the formal] ty of bri Ing them into the Le 
Angeles group was discussed by the trustees in Los Angeles, the Los 
Angeles trustees decided I think it was the employer trustec who 
carried the ball on this one—decided that they did not want to cover 

any employers, because the Los Angeles employers were not covert 


They didn’t want any employers In. so they refused to inet 
the inclusion of the Bakersfield employers. 

In the meantime, while this wa gyoing on, two of these emplove1 
had become ill and had substantial claims. Those two clan 
be paid for the sake of ordinary good will. Those gentlemen up t 
had, through no fault of their own, become volved in a tuat 


and I. as an oflicer of the company, appro. ed the paymel t of those 
( laims, not with the intention of ch Wreing them against the group, but 
charging them against Occidental’s profit, if any, or as an additional 
loss, because | thought It Was the propel thing to do. 

I had made a commitment which had involved those people, and 


: I 
I thought it should be straightened out. 
Apparently, through some error, they were charged against th 
experience, simply because some lerk alo o the x r\ forgot or o ) 


looked the fact that they h id to be ecregated., 
Mr. Wetrmer. That is all I have, Mr. Chairman. 
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The CrarrMan. In this approval of some claim which you just 
explained now, you mentioned that when we asked about eligibility, 
doubt as to eligibility, or is it doubt as to the propriety or something 
of the claim; is that what you are saying ? 

Mr. Martin. In this particular case, these two employers were not 
eligible under the terms of the contract as finally written. 

The Cuarrman. In other words, there was doubt in your mind that 
they were eligible? 

Mr. Martry. No: I knew exactly that they weren’t eligible, but I 
felt Occidental’s obligation, because of my commitment, was quite 
definite to the individuals. ‘I hey weren't eligible under the fund at 
all. 

When | m ide the commitment. | thought they would be, because I 
thought the fund would be changed so that they would be eligible. 

The Cuarrman. Are there any others that you can think of where 
there was some doubt in your mind? 

Mr. Martin. No. 

The Cuarmman. Anything further, counsel ? 

Mr. Horr. No questions. 

The Cuaran. Mr. Miller? 

Mr. Miiier. No questions. 

The CHatrrmMan. Is that all? 

Mr. Weurmer. Yes, sir. I suggest that he wait, Mr. Chairman. 
We would like to have Mr. Martin wait. 

The Cuammnan. All right. The staff suggests that you wait. 

Mr. Thomas Morgan, raise your right hand. Do you swear to tell 
the truth, the whole truth and nothing but the truth, so help you 
God ¢ 


Mr. Moraan. Yes, I do. 


TESTIMONY OF THOMAS H. MORGAN, CPA, PASADENA, CALIF. 


Mr. McCane. Will you state your full name, please ? 

Mr. MorGAan. Thomas H. Morgan. 

Mr. McCanr. And your address? 

Mr. Morean. Pasadena, Calif. 

Mr. McCarr. And you are a certified public accountant, is that 
correct ¢ 

Mr. Moraan. Yes, Iam. 

Mr. McCapr. For how long a time have you been engaged in this 
work ? 

Mr. Morcan. Some 13 years. 

Mr. McCane. Have you served with the Federal Bureau of Inves- 
tigation in that capacity, sir? 

Mr. Morean. Yes; I was a special agent in the Federal Bureau of 
Investigation for approximately 6 years. 

Mr. McCapse. Will you tell us something of the work you were as- 

signed to in the accounting field while in that capacity with the 
FBI? 
Mr. Morcan. My work in that connection involved the investiga- 
tion of fraud, primarily, in connection with bankruptcy matters, 
benk embezzlements and frauds, antitrust matters, Court of Claims 
matters, and various other miscellaneous types of fraudulent investiga- 
tions involving accounting. 
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Mr. McCasr. Have you been retained by this committee to make 
an examination of the records of Mr. Jordan L. Jones, an insurance 
broker, in Sacramento, Calif. ? 

Mr. Morcan. Yes, I was. 

Mr. McUCapr. And also an examination of some records of the Sheet 
Metal Workers Welfare Fund of Southern California, Arizona, and 
Nevada? 

Mr. Morgan. Yes, I was. 

Mr. McCane. Can you tell us from your examination of the records 
of Mr. Jones whether his records indicate the amounts that he may 
have received from the Occidental Life Insurance Co. from 1950 
through 1953? 

Mr. More AN. Yes, I can. 

According to a list furnished us by Occidental Life Insurance Co., 
during the period 1950 through 1953 he received some $61,902.89, 


_ 


That started in 1950 with $2,308.86; in 1951 it amounted to $18,530.29; 
in 1952 it was $15,690.94; in 1953 it was $25,372.80. 

Mr. McCarne. Have you that total figure in the records? 

Mr. Morean. Yes, L have. $61,902.89. 

Mr. McCabe. How much of this amount did the records indicate 
were spent for entertainment purposes during the period beginning 
September 1950 through 1953? 

Mr. Morean. The total amount so indicated was $11,417.98. 

Mr. McCasr. Do the records give any evidence of the identity of the 
individuals or of any representatives whom Mr. Jones may have 
entertained ¢ 

Mr. Morean. Yes, they did. 

Mr. McCase. Would you tell us what they showed ? 

Mr. Morean. Going through the books and records as well as mis 
cellaneous data filed with his tax returns for those 3 years, there were 
occasions that he had entertained Mr. Hanley, a person by the name 
of Nick, whom I presume to be Mr. C. A. Nichols, a former trustee 
of the sheet-metal local union, a Mr. Mattingly and a Mr. McCormick 
whom I believe to be union representatives. 

Mr. McCane. Were any other entertainment items listed ? 

Mr. Morean. Yes, there were. 

Mr. McCase. Were the recipients identified further ? 

Mr. Morean. No. 

Mr. McCane. Did you find any evidence of gifts, cash or ot 

Mr. Morgan. Yes, I did. 

Mr. McCase. Would you tell us what you found there? 

Mr. Morcan. There were several instances of that nature. One was 
a receipt for a tea wagon which was given in December of 1951 to a 
Mr. C. C. Artman. The amount of that was some $66.90. At the 
same time, Mr. Jones also gave $100 in cash to Mr. ‘Tom Hanley, as he 
had indicated that he desired cash only. 

There was some other instances. There was a receipt for a gift for 
Artman for a hundred dollars on December 21, 1951. Mr. Artman, I 
presume, is Mr. C. C. Artman, who was also an employee trustee of the 
welfare fund. 

In addition, there was a receipt pertaining to a gift which was pur 
chased for Clare Crowley, on December 20, 1951. However, the 
amount was not indicated. 

Mr. McCasr. Would you tell us who was Clare Crowley ? 


herw ise ¢ 
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Mr. Morcan. Clare Crowley, as I understand, was formerly with 
local 1O8: I understand she is now with the welfare fund office. 

Mr. McCase. As an employee / 

Mr. Morean. As an employee. 

Mr. McC ape. Did vou find that Mr. Jones assumed on his own books 
any charges which had been made by Mr. Hanley ? 

Mr. Morcan. Yes. On his tax returns for 1952 and 1953 there were 
deductions for bad-debt writeoffs, relating to Mr. Hanley, amounting 
to some $381.69. 

Mr. McCase. Did you find any record of other gifts or unusual 
items that may have heen ¢] arged to busi ess expenses ¢ 

Mr. MORGAN. Yes, I aid. Ih eX mil Ing the rer ords of Mr. Jones in 
sacramento, I noticed that there were f« ur loar sw hich he had ob 
tained from the period Aucust 1950 through December 1953. In each 


instance, the repayvn ents of these loans were expensed on his bos ks 
as travel and entertainment and included on his income-tax returns as 

deductions. Two of these loans were personal loans. In rach 
event. he received a thousand doll ] eash. I) the othe {wo tances 


they were automobile loans, and which he also claimed not only the 
deductions for the pay ments on those loat S. but he also set the auto 
mobiles up on his tax return al d ( laimed depreci ition for them. 

Mr. McCarer. You mentiol ed th il you al 0 examined various rec 
ords at the « ffice of the Sheet Mi tal Worl ers Welfare Fund. (‘an you 
tel] us W } et} er you ins luded in that examination any record rel iting 
to claims for benefits filed with the office of that fund ? 

Mr. Morecan. Yes, I did. 

Mr. McCane. Can you tell us what you found? 

Mr. MorcaAN. Well. l examll ed the claims on more of a test check 
basis. It must be understood that there are many thousands of claims 
which have been filed and paid, and it is impossible to check all of 
those claims. Consequently, the claims were checked on a test-check 
basis. Of the claims which I checked, there were several which ap- 
peared to be ineligible. I would like to give the details with respect 
to two of those claims. 

Mr. McCane. Go right ahead. 

Mr. Morean. The first claim which I would like to describe con- 
cerns one Joseph C. Hanley, who is a brother, IT understand, of Tom 
Hanley, former international representative of the union. According 
to the records of the welfare office, Mr. Hanley became eligible for 
benefits on August 1.1952. He made a payment of $11.76 on his own 
behalf on August 29, 1952, which covered him for the month of 
August 1952. Then on November 28, of the same vear, he made a 
payl ent covering the months of September and ( etober. Then. there- 
after, he filed a claim, filed the claim No. 6330, no date being indicated 
on the claim, giving an address in Albuquerque, N. Mex. 

Of course, New Mexico was not under the southern California wel- 
fare plan. This claim was approved on December 9, 1952, by Mr. 
Fred McCormick, who was the then administrator of the fund. Ex- 
amination of that claim revealed that the amount of $458.60 was paid. 
A further review disclosed that the major portion of this claim related 
to services rendered by doctors in a hospital in July of 1952, prior 
to the time he became eligible, and, further, in examining the file, 
the matter was apparently discussed with the insurance company be- 
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cause contained in the file is a handwritten memorandum to the effect: 
“Okay to go ahead and issue these checks as the bills have been re- 
ceived.” 

That memorandum was in the handwriting, apparently, as it was 
signed, of R. J. Martin, who has just testified. 

Mr. McCasr. You mentioned having two claims. Do you have the 
details on the other one? 

Mr. Morcan. I have the second claim I would like to relate, and 
that pertains to Thomas B. Hanley. 

According to the records of the sheetmeta] workers Wwe lfare fur d, 
he became eligible on December hs and a receipt was first received on 
January 15. 1953. from local 371 covering Mr. Hanley for Decem- 
ber 1952. Shortly thereafter, on March 15, 1953, Mr. Hanley filed a 
claim showing as claimant Carolyn Fitzgerald. In this claim he 
showed Carolyn itzgverald as his daughter. I understand there is a 
Carolyn Fitzgerald who is a sister and one who is a niece, but so far 
as I know there is no daughter by the name of Carolyn Fitzgerald. 

Under the terms of the insurance policy, a dependent isa man’s wife 
and unmarried children under 18 years of age. 

Mr. McCape. Do you have any further comment on the examination 
of these claim records ¢ 

Mr. Moraan. Yes. I would like to state that the examination of 
these claims indicated that there were many payments made by in- 
dividuals on their own behalf. In addition, there was one employee 
of Los Angeles County which, of course, is not a subgroup, making 
payments on his own behalf. In many of these instances, claims 
have been filed and paid under this setup. 

Mr. McCape. Going back to your examination of the records of 
Mr. Jones, did that examination disclose any claim of any type paid 
by Mr. Jones on behalf of John Fuller, the administ rator of the sheet- 
metal workers welfare fund of southern California ? 

Mr. Morcan. Yes, the examination did. 

Mr. McCane. Would you tell us in what way it did? 

Mr. Morean. Yes, sir. Mr. Jones, in February 1954, settled a ¢] 
on behalf of John Fuller with the Providen e Washineton I} Pahee 
Co., in connection with a Dodge pick-up that Fuller did not own at 
that date. According to the records, which are in the file. Tom Hanley 
filed a report, w ith no date shown, of the accident, to a Dodge pick-up, 
which oceurred on October 28, 1953, showing himself as owner, and 


Sheldon Dwight Rich as the driver at the time of the a dent. 


Immediately following this document in the file is a se ad necident 
claim file, covering the same accident, showing John Tuller as the 


owner. The policy that was in effect was in effect for the year 1953 
but. of course, Was in the name of Mr. Fuller. Lloweve r, there is a 
letter in the file from Mrs. John Fuller to Mr. Jones stating that the 
Dodge was sold to Mr. Tom Hanley in June of 1953. ‘This letter is 
dated January 4, 1954. 

The files of Mr. Jones also contain a letter dated February iv, 1954, 
which is approximately a month after he was notified by Mrs. Fuller 
of the sale, addressed to the claim department of the msurance com 
pany, stating that he was leaving for Los Angeles, and that it was 
important that they vive him the draft at that time. 


, 
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On February 15, 1954, the insurance company issued a draft payable 
to John Fuller for $324.67 to cover the October 28, 1953, accident. 

Mr. McCarr. Do you know whether Mr. Fuller received the money 
for that payment? 

Mr. Morcan. No: I do not know. However, the letter from the 
insurance company in the file indicates that the check was payable and 
issued to him. 

Mr. McCasr. I have no further questions of the witness. 

The Caiman. Any questions, Mr. Lucas ? 

Mr. Lucas. Is it clear from your investigation that Mr. Martin 
knew at the time he paid the claim to Mr. Joe Hanley that Joe Hanley 
was not eligi yle to receive benefits under the policy ¢ 

Mr. Morcan. It would appear that way to me. 

Mr. Lucas. That is, at the time he suffered the injury or sustained 
the illness ? 

Mr. Morean. It would appear that way to me; yes, sir. 

Mr. Lucas. That is all, Mr. Chairman. 

The Cuarrman. Mr. Miller? 

Mr. Miuter. I have no questions. 

The CuatrmMan. That isall. 

The next witness is Mr. Jordan L. Jones 

Raise your right hand. Do you solemnly swear to tell the truth, 
the whole truth and nothing but the truth, so help you God ? 

Mr. JONEs. I do. 


TESTIMONY OF JORDAN L. JONES, SACRAMENTO, CALIF., ACCOM- 
PANIED BY CARL W. BERUEFFY, WASHINGTON, D. C. 


The CHairman. Mr. Jones, you are entitled to have counsel with 
you if you want it. 

Mr. Jones. I think perhaps that would be a good idea from what I 
have seen here, ] haven't arra wed for one. 

The CHarmman. Who is your lawver? 

Mr. Jones. I have not arranged for one. 

Would you like to sit in with me, Mr. Berueffy ? 

Mr. Berverry. My name is Carl W. Berueffy, the same as it was 
yesterday, and the same address. 

Mr. La CAS. Do you spell it the same way £ 

Mr. Berverry. The same way, sir. 

Mr. McCapnr. Mr. Jones, would you state your full name, sir? 

Mr. Jones. Jordan lL. Jones. 

Mr. McCarr. And your address? 

Mr. Jones. My home address is 600 50th Street, Sacramento, and my 
business address is 1812 J Street, Sacramento. 

Mr. McCase. And your occupation 4 

Mr. Jones. I am an insurance agent. 

Mr. McCapse. In your capacity as an insurance agent, did you have 
Oc’ asion to solicit bids from insurance companies in connection with 
the sheetmetal workers welfare fund of southern California ? 

Mr. Jones. I did. 

Mr. McCasr. Would you tell us on whose instructions you first 
solicited those bids? 

Mr. Jones. On whose instructions ? 
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Mr. McCase. Yes, sit 

Mr. Jones. I believe that was Charles Artman. 

Mr. McCase. Would you identify Charles Artman ? 

Mr. Jones. Charles Artman was a business representative of local 
108 at that time. 

I might say here I am not trying to put Charles Artman as the 
kingpin at that time. Mr. H: inley also had a great deal to do with 
& and so did the other trustees. You are speaking now of when we 
asked for bids, are you not? 

Mr. McCabe. That is correct, sir; when you first had occasion to 
solicit a bid for insurance coverage for this fund, and specifically 
at whose request you solicited those first bids. . 

Mr. Jones. The letter was signed by Charles — an. 


Mr. McCare. In his capacity as a union official or in some other 
capacity, sir? 

Mr. Jones. In his capacity as a business representative. I think 
that is the name. In other words, business agent. The chief of 


local 108. 

Mr. McCapse. I think the committee would be very interested, Mr. 
Jones, in learning whether it is your general practice to solicit bids 
on employer-employee trust funds at the instance of one member 
only or whether you would solicit those bids at the request of the 
joint trustees / I think an explanation of that would help the 
committee. 

Mr. Jones. I think that is a good point. Iam glad you bring it up 
at this point, too. 

‘The Cuatrrman. A little louder, please. 

Mr. Jones. Generally, trustee cases are made up of anywhere from 
3, 4, or 5 trustees on each side, which then represents about 10 people. 
If you are going to take orders or if any 1 of the 10 people attempt 
to run this thing, you are going at cross-purposes all the time. So, 
usually, and I think - would be borne out by other brokers, and 
in almost every case, a case finally settles down to 1 or 2 people 
who actually control the thing or do the actual business. In other 
words, so to speak, a manager of a welfare fund or a trust fund. 

Mr. McCasr. Then is it a fair assumption, Mr. Jones, to say that 
you do not necessarily wait for formal action in the form of a request 
from a chairman of a group or an officially designated spokesman 
of a joint group before you ask for bids! 

Mr. Jones. No; it isn’t fair to say that you do do that. You first 
designate who is to be the chairman, and then the chairman and co 
chairman. It is usually the person who carries the ball from there on, 
if 1 beard your question right. I may have misunderstood you in 
that. 

Is that clear to the committee? Perhaps I overrun the points. 

Mr. Lucas. No; it is not clear to me. I don’t know who he goes to. 
First he says he went to Artman and now he says he has to go to the 
two cochairmen. Let us get this straight. 

Mr. Jonss. This is prior to the time that it isa joint committee, the 
time we are speaking about now. In this particular case, that is. That 
isn’t true so much today, in today’s negotiations, as it was in that time, 
Let me give you a little further background here. I believe it was the 
opinion of the boys represented by labor at that time that they had 
accepted a certain amount of money. It was, I think, 7 cents an 
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hour, which was a lower amount to buy a welfare plan than they could 
have obtained in salary increases. It was their feeling, at least this is 
as I recall it, and I could be wrong, that since they had accepted a wel- 
fare plan for less money than they could have gotten on their check, 
that they felt it was the r business, more or less, to select the type of 
plan that would be suitable for their members. After all, it was to 
cover their members and not the employer. 

Did I answer your question, or did I get off the track there / 

Mr. McCape. I will refer that to Mr. Lucas 

Mr. Lucas. I don’t think that is relevant. In vour dealing with 
various groups, not simply this group, but in your dealing with other 


FTOUps, To W hom do vou oO ¢ 


Do you go to somebody on the union side 
and Sav. Wav. I hear you are about to take out nn surance, Let me help 


you”: Ol do you wait unt | the association is forn ec| where the em 
plo er trustees and employer trustees have been desi@nated, and then 
eo to them officially and say. “I would like to bid on your business?” 

Mr. Jonrs. At this time that is what we do, but at the time we first 
started to talk about. th ase negotiation had not been completed. 
Poday | never Go into a ¢ ise, because I know you ea work vour head 


ff and get nowhere. until money has been alrea ly negotiated, and 
then we go in with both emplover and employee. I might state we have 
a very good relationship with both sides. 

Mr. McCarr. Mr. Jones, vou had occasion, did you not, to solicit 
bids at the request of Mr. Artman, not in early 1950 but in a period 
prior to November 13. 1950. to receive some bids ? 

I have here an analysis sheet which you submitted to the committee 

response toa subpena. | would like to have vou examine this and 
tell us if this is the kind of analysis which you prepared on the bids 
received ¢ 

(Document handed to witness. ) 

Mr. Jones. This is a comparison of five basic qualifications. No; 
this is not all of the comparison sheet by anv means. This doesn’t 
ompare this simply compares WV hethey O1 not ill of these firms qual- 
ify for a firm rate, a guaranteed retention, or an exnerience rating for- 
mula, or was the enrollment fee data required, It simply states the 
monthly premium quoted. It does not go into retention, and it does 
not go into coverage. It is certainly not complete. 

Mr. McCarr. Was this the form which you presented in response 
to Mr. Artman’s request that you obtain bids? 

Mr. Jones. Partially. But a very small part of it. 

Mr. McCapsr. What does that show as to the low bidder on that 


Insurance ¢ 
Mr. Jonrs. Well, Pacific Mutual apparently is $10.10 and Occi- 
dental Life is $10.13. But let me go back up to guaranteed retention, 


and Pacific Mutual said no, it doesn’t guarantee it. and Occidental said 
it did. We had then a 3-cent spread in rates, but we had a guaranteed 
retention, 

Mr. McCane. Did you have occasion, Mr. Jones, to discuss this 
matter with any representative of the Occidental to the extent that 
you told any such represe? tative that the Occidental bid was not at 
that time the lowest one submitted 7 

Mr. Jones. At this time? 

Mr. McCarnr. Yes, sir. 

Mr. Jones. No. 





| 


omens * 





mes pe 
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Mr. McCane. And at a later time, you procured other bids at the 
request of the trustees; is that correct, sir? 

Mr. Jones. That is right. 

Mr. McCasne. Would you tell us the circumstances under which you 
sought those ¢ 

Mr. Jones. Yes: I would be olad to clear that up. 

At the time we got these proposals and sent them in, the sheet- 
metal workers had numerous friends who were brokers and insurance 
agents. I don’t remember how many requests we had for quotations 
It seems to me that it was 27 or 28. 

We went through the better part of them, I imagine all of them, all 
that came back. Some of them did not come back after we requested 
from them, and some of them were requesting a quotation from three 
companies, let us say. So we considered only the one proposal. We 
considered them. This was turned over to the trustees. 

At that meeting, there was considerable smoke and trouble brewed 
as to favoritism and so on, so the trustees said, “Well, we don’t want 
a like that,” so they threw it open to bidding again. I appar 
ently, from that point on, was not broker of record, and it went on 
with everybody having the same chance, I think. 

Mr. McCape. You say they threw it open to further bidding? 

Mr. Jones. That is right. 

Mr. McCapsr. Did you solicit further bidding at that point? 

Mr. Jones. Yes, by all means. I had done a lot of work on that 
case, 

Mr. McCasr. You had occasion, then, to prepare a comparative 
analysis of the further bids, did you not, sir? 

Mr. Jones. I think so. You have my whole file on it. 

Mr. McCase. I show you herewith your file which was presented 
in response to the committee’s subpena. 

(Document handed to witness. ) 

Mr. Jones. I think this is the file. Iam sure it is. This is my stuff, 
isn’t it? 

Mr. McCasr. Yes. 

Mr. Jones. All right. 

Mr. McCann. Did you recommend to the trustees that the y accept 
the bid of the Occidental Insurance Co. ? 

Mr. Jones. I didn’t have a chance to do any recommending at that 
time. The trustees in closed committee handled that, and I was in my 
room at the Lancersham Hotel. I did not hear about the decision 
until about 10:30 or 11 o’clock that night. 

Mr. McCasr. Was the Occidental the lowest bidder on that second 
analysis sheet ? 

Mr. Jones. Apparently they were. In their second quotation they 
were $10, and ers Pacific Mutual was $10.22. 

Mr. McCasr. Can you tell us what. the situation was with respect 
to retention on a at second set of bids, Mr. Jones? 

Mr. Jones. W ell, again, in this quotation they said yes. 

Mr. McCabe. I am sorry, I think that— 

Mr. Jones. In this situation they did guarantee the return. 

Mr. McCane. I am sorry—— 

Mr. Jones. And their rate was $10.22. 

Mr. McCase. What was the situation with respect to retention on 
both bids? 
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Mr. Jones. Well, I wonder if I have that letter. This doesn’t look 
like the retention. We usually go according to the company’s own 
letter on that. Do you have the letter ? 

Mr. Bettino. Not in November 1950; no, sir. 

Mr. Jones. I believe there was some testimony this morning regard- 
ing that letter. I think it was 8 or 9 percent. I don’t know what it 
was now. You are asking me a question about something that hap- 
pened 4 years ago. 

Mr. McCare. I wondered if you could tell the committee whether 
there was a difference, to the best of your knowledge, between the two 
retention arrangements and, if so, what was that difference? 

Mr. Jones. There is always a difference—well, I wouldn’t say al- 
ways. I have had numerous quotations from Pacific Mutual since, 
and their letter—I won't says always-——but usually their letters con- 
tain a wording similar to this: While this is the percentage we will 
allow under the formula now in use, we do reserve the right to change 
the formula if we so desire. 

It is not in those words, but that is the idea. 

In other words, it is a retention, so long as they use the formula that 
they are using at the moment. But the policyholder in my opinion 
has no control over whether they want to change the formula at any 
time, in which case they could then change the retention. 

Mr. McCase. Do I understand that you are telling us, Mr. Jones, 
that on these two bids, Occidental had a fixed ieedtion rate which 
would not be changed ? 

Mr. Jones. That is right. 

Mr. McCase. And Pacific Mutual had a fixed retention rate which 
was subject to change? 

Mr. Jones. That is right. 

Mr. McCarne. One was guaranteed and the other was not ? 

Mr. Jones. That isright. ‘Then, also, there is another thing. This 
is interesting to bring out, too. 

There is normally not 6 percent difference in retentions, one com- 
pany for another, and bidding on the same thing. If you find a reten- 
tion very often that is much lower than the other companies, it can and 
usually is based on gross premium. ‘That is a very catchy word. 
Gross premium to the average layman means, you can say, all of the 
money that comes in. But gross premium in a retention letter does 
not necessarily mean that. It means gross premium according to the 
company’s rate book. 

In other words, they would charge a certain amount of money ac- 
cording to the rate book, and then discount it for volume. The reten- 
tion figure would be figured on the rate book figure but it would be 
deducted from the actual premium paid the company. 

Mr. McCapne. Looking at this pair of bids, you hs ad a $10 bid with a 
15-percent retention and a bid of $10.22 with a 9-percent retention. 

Mr. Jones. That is right. 

Mr. McCase. $10 with a 15-percent retention and $10.22 bid with a 
9-percent retention. You handled this policy. I wonder if you can 
tell us from your experience what the difference in money would be 
between those two setups in the first premium year ? 

Mr. Jones. I would have to figure that out. You have a pencil. 

Mr. McCase. I find some of this retention- 
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Mr. Jones. I am not sure of the J-percent retention. L haven't that 
record in front of me. Perhaps you better not assume it. 

Mr. Betiino. That is correct. Nine percent is right. 

Mr. McCase. Nine percent is the figure which was testified to. 

Mr. Jones. It was an even 9 percent, exact ly J percent ¢ 

Mr. Betirno. Nine percent. 

Mr. Li cas. I wish you would remember, this man is an Insurance 
man, and he doesn’t have his rate book with him. 

Mr. McCase. I wanted to get a general idea for the committee on 
this pair of bids as to which bid might be the better one. 

Mr. Jones. May I say something there? I again say that I did 
not make the selection. The union people decided that they selected 
the company, and I think that they selected it on the basis of a guaran- 
teed retention. I think you can develop that information from some- 
body else other than me, because I didn’t make the selection. 

The CuarrmMan. Mr. Jones, as a broker, which would be the better 
selection, just on the figures 

Mr. Jones. Nine percent on gross premium, and then I would want 
to check in again and see whether or not that also was based on a 60- 
percent loss ratio and would it be increased if the losses increased, 
where in the 15 percent retention loss ratio did not enter into the 
thing at all. That was it regardless of the loss ratio. I couldn’t say 
unless I figured that out, unless I saw the retention letter. 

The CHAIRMAN. You are the broker and you undoubtedly gave 
them some service or advice or something. I wonder what advice or 
service you gave them. 

aan Jones. I assisted them in an: alyzing the various polici ies. There 
is a great job, gentlemen, in analyzing each company’s insurance pol- 
icy. They all have what they e all gimmicks. 

The CuatrmMan. Which one did you advise? 

Mr. JONES. Well — 

The Cuatmman. We will leave any other influence outside. 

Mr. Jonrs. Well, I was in here with the lowest rate. 

The CuHammMan. You advised the lowest rate? 

Mr. Jones. The lowest rate and the guaranteed retention; yes, sir. 

The CuatrmMan. Are they synonymous, the lowest rates and the 
guaranty ¢ 

Mr. Jones. It is something sound and solid, and that is what you 
wanted when starting out. 

The Cuatrman. I don’t know. I am just asking. 

Mr. Jones. That would be my advice. 

The CuarrMan. I am in the investment and securities business, but 
I am not acquainted with the insurance business. I was wondering 
what was the better there. 

Mr. Horr. In this particular case, it is my understanding that the 
Pacific Mutual policy had a retention that was subject to change at 
the will of the company. 

Mr. Jones. That is my recollection of it. 

Mr. Horr. But the rate was a little lower? You do not know 
exactly ? 

Mr. Jonrs. No; the rate was higher. The retention quoted in the 
letter was lower but the rate was 22 cents higher. 
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Mr. McCapr. The premium rate Was higher, the retention rate 
lower, but as Mr. Jones testified, the retention was subject to some 
fluctuation. 

Mr. Hoir. Am I to understand you did not make a recommendation 
in this case ? 

Mr. Jones. No. 

The CuarrMan. I thought you told me that you had recommended 
the Occidental ¢ 

Mr. Jones. That I had recommended it ? 

The CHatrMAN,. Yes. 

Mr. Jones. I thought you said which one would you. I thought 
you were asking we what I would do. No: I didn’t have the sav. 

The CHarrmMan. You would have recommended the Occidental but 
did not recommend the Occidental ? 

Mr. Jones. That is right. 

Mr. Hour. You did not make a recommendation in this case? 

Mr. di INES. No. 

Mr. Horr. Is it not customary for a broker to make a recommenda- 
tion? 

Mr. Jones. He is always in there plugging for his own company; 
yes, 

Mr. Horr. You represented both companies, though; both Pacific 
Mutual and—— 

Mr. Jones. Not in this specific case, I did not. In the first quota- 
tion I did; in the second quotation [ came in with one company. 

Mr. Horr. That clarifies it, thank you. 

Which company offered to pay you the bigger fee ? 

Mr. Jonrs. The bigger fee? 

Mr. Hour. Yes. 

Mr. Jones. The fees are all set by schedule, gentlemen. T am 
glad you brought that up, although we will go into that probably 9 
little later on. 

Mr. Horr. Don’t evade my question. Which company offered to 
pay you the larger commission ? 

Mr. Jones. You are going back 4 years ago, and I can’t tell you. 
But if it was anybody it would have been Pacific Mutual. 

Mr. Horr. But you are not definite about it; you are not certain? 

Mr. JONES. No. 

Mr. Horr. Are you satisfied with the commission you are getting 
from Occidental 2 

Mr. JONI s. Yes, very. 

Mr. Hour. Does Pacific Mutual offer you larger commissions ? 

Mr. Jones. No; I think that all companies have a more or less 
uniform scale. First of all, if it is a small case, it is on what they 
call a graded basis, that is, 20 percent on the first $5,000. I have 
forgotten it. I never use it, so I don’t know. But let us say it is 
10 percent on the next 10 or 1214, I think it is; and then 10 percent 
on the next 10, and 5, until it gets beyond $50,000 and it is 114 percent, 
I think. Or they have that same schedule broken down over a 
10-year period and that amounts to about 1.8 or 1.9 percent, some- 
where in there. 

Mr. Granam. Mr. Jones, you have a flat 214 percent regardless of 
whether the policy should grow into the millions, have you not, with 
Occidental 2 
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Mr. Jones. Yes. 

Mr. Lucas. Is that better than Pacific Mutual offers you 4 

Mr. Jones. No; I think Pacific Mutual would offer that same thing 
However, gentlemen, let us get this commission settled here and now. 
My commission on the thing is 2 percent. In the year of—well, the 
vear that we were endeavoring to get in Arizona and Nevada, and 
the outlying sections, I was doing so much traveling and had so mu 
expense that I asked the company for something to he Ip me pay To 
this additional expense, which ordinarily would have been the fun 
tion of their representative. They agreed to one-half of 1 percent 
service fee. That went on at that time. Frankly, at the first of thi 
year, it surpris sed me. We built the volume in the case by additional 
people and by negotiating or spending more money for benefits effec 
tive January 1 until I had in mind, myself, telling the company to lop 
off that half of 1 percent, at Jeast on the first of the policy year. 

Mr. Lucas. Have you done so? 

Mr. Jones. No, I had in mind doing it on the anniversary of the 
policy. 

Mr. Lucas. Are you voing to? 

Mr. Jones. I will state to Mr. Dandy now that I wish he would do 
that. 

Mr. Lucas. Now we will put him on the stand and see if he will 
give it back to the boys who should have been getting it all the time. 

Mr. Jones. I will put it this way, that it be lopped off the 
retention. 

The Cuarrman. Mr. Counsel, are you going to develop the income 
on these policies as far as commissions are concerned? We are talk 
ing about various percentages. I wonder what it boils down to in 
amounts 4 

Mr. McCarr. Yes. I will ask on that. We have had testimony 
on some of those points. 

I wonder, Mr. Jones, if you can tell us the amounts which you have 
realized as commission from the Occidental through your handling 
of these sheet metal welfare funds ? 

Mr. Jones. I don’t have that form. Your man must have it. He 
should have it. 

Mr. re ‘aBe. The testimony, I believe—— 

The CHamman. Do we have it? If we have it, put it into the 
eee 

Mr. McCane. The testimony was put into the records earlier. Do 
you disagree with the figures? 

Mr. Jones. I will not say, and don’t let him mislead you, that 
$60,000 was paid on this policy. Gentlemen, I have 8 or 9 plans roing, 
and other plans with Occidental. That amount was not paid to me 
on this case. 

Mr. McCarr. Would you tell the committee your tots il income in 
commissions from the Occidental, and specifically the commission 
income which you derived from this case 4 

Mr. Jones. I can’t tell you what commission I derive from this 
case. But his figure, I will take it, as $61,982 since October for all 
of the cases that I have with Occidental. 

Mr. McCasr. From October 1950? 

Mr. Jones. But that, I want to specifically point out, is not this 
sheet metal case. 
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Mr. McCase. That should be clear in the record. 

Can you tell us the approximate amount from the Sheetmetal case? 

Mr. Jones. Yes. At this time, my monthly check on this case is 
about $1,500. 

Mr. McCasr. About $1,500 a month? 

Mr. Jones. That has been going since the first of the year. It was 
never that high. That is since this increase, and prior to that 

Mr. McCase. Since the increase in premiums / 

Mr. Jones. Yes. Prior to that, I think $900 to $1,000. 

Mr. McCanr. Mr. Jones, would you agree that the figure would 
be $39.883.68 from the inception of this policy ¢ 

Mr. Jones. I wouldn't agree to it. I haven’t figured it. How did 
you figure it? 

Mr. McCane. This is from the records, and I wanted in response 
to the chairman’s question to put that figure into the record at his 
request, I wanted your comment on it if you care to comment. 

Mr. Jonrs. Let me see the figures. 

Mr. McCape. May we ask the accountant who made this report to 
explain the figure? 

The Crmatmman. Yes; Mr. Bellino. 

Mr. Bexiuino. The insurance company records reflect. credits for 
commission to the broker, Jordan L. Jones, of Sacramento, and to the 
general agent. I. R. Barr, of San Francisco, of a total of $49,630.62 
from 1951 down to the end of June 30, 1954. Of that amount, $39,- 
000 was credited to Jones, $39,883.68, and Barr was credited with 
$9,746.84. 

Mr. Jones. That pertains to policy number what? 

Mr. Betirno. 2355. That is the Sheetmetal Workers policy of 
Southern California. 

Mr. McCase. Does that clear the point, Mr. Chairman ? 

The CHatrman. Yes; I will analyze it. 

Mr. Mruier. May Lask for what period of time ? 

Mr. Betiino. That is 3% years. 

Mr. Jones. May I see that? 

Mr. McCane. That is an investigator’s re port of the committee, sir. 

Mr. Jones. Well, I can’t tell you that that is the amount. 

Mr. McCasg. It is not necessary that you verify that figure, sir. 
We merely wanted to introduce the information. 

Mr. Jones, there has been testimony here relating to your expense 
accounts. I wonder if you would care to tell us the nature of the en- 
tertainment which, as a general practice, you were providing as testi- 
fied by the prior witness? 

Mr. Jones. Well, I am not exactly considered a cheapskate, and I 
only come into this territory, I only make a trip into this territory 
probably once a month. And when I do, I make an effort to enter- 
tain some of the people who are connected with the case in this locality, 
or whatever locality I am in. I have entertained and usually do 
for lunch and for dinner, if at all possible, one or more or—I have had 
as high as 12 or 13 at one time I recall for breakfast at 11 o’clock. 

Mr. McCase. Is most of this entertainment with union representa- 
tives, insurance represents itives, or employer representatives ¢ 
Mr. Jones. Union representatives in this locality. 

Mr. McCase. Union representatives in this locality ? 
Mr. Jones. Yes. 
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Mr. McCapne. It has also been testified that on August 21, 1950, 
you borrowed $1,000 from the Bank of — a at Sacramento, and 
that in paying off this loan you charged it as an expense in your 
records and income-tax returns. Would you aa ise us what was the 
disposition of this loan ? 

Mr. Jones. I borrowed money several times for business reasons 

McCasr. Could you tell us specifically for what purpose this money 
was spent ¢ 

Mr. Jones. No. May I see the entry? You people have all my 
files, you know. You came to my office and I cooperated with you 
1,000 percent. I just simply turned you loose. 

The CHarrMan. Well, let us get it straightened out. 

Mr. McCapse. This information did not come from Mr. Jones’ office. 
I merely wondered whether he could tell us what was tne disposition 
of that particular loan in August of 1950 for $1,000? 

Mr. Jones. August of 1950? Well, in August of 1950 I was hav- 
ing quite a struggle gentlemen, to keep my head above water. I don’t 
know whether this should be entered into the testimon 1y or not, but 
it is as good a time to say as any. 

Let me give you my background as an insurance man at this point. 
I think that would be helpful. I began in the insurance business in 
San Francisco in 1922. I have been continuously in the insurance 
business since that time. In 1942 I opened my own agency. In 142, 
and I would like to correct Mr. Dandy’ s statement this morni go. | 
wrote my first case with Occidental. In 1949 I wrote my second case. 
These two cases were employer cases. But his mind, I am sure, was 
on union-management negotiated cases and that, I am sure, was the 
case he had in mind and referred to when he said 1949. 

Well, in 1949 I began to work on three unions. The third one was 
the sheet metal workers. 

The CHarrMan. You say you began to work on them. You mean 
you started selling them ? 

Mr. Jones. That is right. I saw in the future the possibility of 
negotiated welfare plans, and that it would become a good thing, and 
I made it my business to go out and learn all I could about it. 

I worked for a solid year, this was from December 1949—I think 
it was December—until October of 1950 before I closed a case. All 
of this time I was traveling all over the State of California inter 
viewing one local after another. I hardly was home 1 or 2 nights 
a week, 

This became a very great drain upon my general insurance busi 
ness, plus the fact that I was neglecting my insurance business. But 
I saw a future in negotiated group insurance and I stuck with it. I 
eventually closed the northern California sheet metal case in October 
of 1950. 7 

I had made 1 or 2 trips to Los Angeles to talk to the business 
agents at that time. His name slips my memory at the moment. It 
was before Artman. It is not important. I had contacted the busi 
ness agent. Since we were making good headway with the northern 

California sheet metal group case, I ‘had it in the back of my mind to 
niece asimilar one inthesouthern. Of course, that is the natural thing 
todo. So, after we closed the northern case I came down to work al- 
most. completely and thoroughly on the southern case until we got a 
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schedule of benefits and everything lined up so we could go ahead with 
a welfare plan. 

The Cuamrman. Are you through on that? 

Mr. Jones. Yes. I just wanted to let you know that nobody asked 
me to come into the case, I think that has been inferred here a couple 
of times. TI instigated the going into the thing myself. 

Mr. Lucas. I think it may be well for you to add that you and the 
Occidental Co. have grown up in this business together. 

Mr. Jones. That is more or less right, and I will go along with that. 

Mr. Lucas. You have enjoyed very close cooperation with each 
other, have you not? 

Mr. Jones. Yes. They cooperate with me very well. 

Mr. Lucas. Wouldn’t you go further and say that you cooperate 
with them, a. 

Mr. Jones. Yes: I would. 

Mr. Lucas. mai is all. 

Mr. McCapr. Mr. Jones, in connection with this bank loan, can you 
tellus wv hether any of that money was spent in soliciting union welfare 
fund business? 

Mr. Jones. In soliciting it? 

Mr. McCane. Or in trying to procure it, furthering your own busi 
ness interests in that regard. 

Mr. Jones. Yes. I would say it went to pay my expenses. 

Mr. McCane. In such payments did you at any time pay any money 
to any union representative ? 

Mr. Jonrs. Certainly not. 

Mr. McCasr. You did not? 

Mr. Jonrs. Never at any time. 

Mr. McCapsr. It has oe testified to here that your records indi 

‘ate certain gifts and cash payments to Tom Hanle *y and other union 
representatives. Would you care to tell the committee what you think 
on that subject ? 

Mr. Jones. I think T explained that to you in my office. I volun 
teered the information of the $100 to Mr. Hanle V 

Mr. Hour. Would you please address your answers to the com- 
mittee ¢ 

The Cuatrman. We do not know all of this. You may have had a 
dozen conversations, but we do not know it. 

Mr. Jones. On the first Christmas after I had closed the case of 
the Sheet Metal Workers in southern California, I bought a piece of 
furniture, a piece of maple furniture, for Mr. Charles Artman, and 
I had intended on buying a two-suiter suitcase, for Mr. Hanley. That 
would be the only two persons that I would think about for Christmas 
at this time, the first vear. 

I did not know whether Mr. Hanley had a two-suiter or not, or 
whether he needed a suitease, so I thought well, I will give him a 
hundred dollars ml let him buy what he wants. I started to do 
that, and Mr. Hanley said, “Took, don’t you ever give me money. If 
you want to buy me a little present, that is one thing; but don’t give 
me money.” And TI never didagain. But that wasa Christmas present 
which I considered was very well earned by a man who had done a 
whale of a job in getting this case and getting it rolling. 

The Cuatrman. Mr. Jones, I would just like to make this com- 
ment: I am in the selling business and have been most of my life. 
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[ understand where we have various favorites and various friends. 
I do not get too upset about that or the giving of reasonable Christ 
mas presents. 

The thing we are trying to find out here is whether the fund— 
which belongs to the workers, and which I emphasize—pays out too 
much money for this coverage that they get. That is all 1 am 
interested in finding out. I don’t mind little @eifts as long as t ley 
are not too heavy on the fund. I understand a salesman who gets 


business is going to try to keep a customer. I understand that Vhat 
is done all the time in busu eSS. 
What we are trying to find out is: Is this charge excessive, or 


whether too large amount of commissions have been paid to bro ers, 
or is the retention rate too high in insurance companies, and things 
like that. Those are the things that are important They cul down 
the amount of benefits or coverage that workers can vet. 

Mr. Jones. Lagree with you, Mr. McConnell. 

Mr. McCane. Mr. Jones, do you feel you have adequately explained 
to the committee your position with respect to these payments and 
vitts which were testified to? 

Mr. Jonrs. I would like to go just a little bit further with 

So far it appears that L have only civen oifts to Mr. Artman and 
Mr. Hanley. That is not true. The next year I gave Mr. Artman, I 
think, another piece of maple furniture, and J gave ‘Tom Hanley a 
briefcase. And | believe | gave I: red Vet ormick at that time a 
briefcase. That is as I recall it. I can’t remember it. 

| gave a whole lot of presents at Christmastime. | Just ordered 
them again this year, and I am surprised at the number. And I 
believe her hame came into the thing I beheve | gave her a present, 
and I believe J] vave the secretary of the trust fund one, to Hi best 
recollection. 

Can you hear me? 

The CHarrmMan. Yes. 

They were all reasonable amounts for presents ¢ 

Mr. Jones. Yes. I gave a lot of them this last Christmas. I gave 
a clock, another briefcase, a fountain-pen set. I gave the girls 
trinkets for their ears. They cost $5 or 86 or 87, and they do a lot 
of good. 

The CuHatrmMan. There is no question about that. 

Mr. McCabe. We have had testimony here this afternoon to the 
effect that you informed Mr. Martin, Mr. Ron Martin, then with the 
Occidental, that in the Sacramento paintel “case the Occidental would 
not get a second chance and that the quotation from that company 
would be treated exactly like those of six othe companies. Would 
you care to explain that to the committee, sir? Do you have ar y 
comments on that testimony ¢ 

Mr. Jones. Sometimes you have to kind of prod the company men 
along a little bit to get something. This letter that was read here 
was entirely new to me. I never knew it existed. I never knew that 
I was supposed to be put out at the company. This is simply a sales 
representative in northern California making a big pitch to the com- 
pany to vain some COnCceSsSLON for me, 

Frankly, when I quote on a case, I have a feeling that Oecidental 
would like to keep me, and when he is quoting on a case, he gives the 
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company all kinds of pictures as to why my quotation, the one they 
gave me, should be very, very good. I don’t even know what he is 
talking about in the letter 

Mr. McCarne. We also had some testimony, Mr. Jones, to the effect 
that you paid a claim filed by Mr. John Fuller, the administrator of 
the welfare fund, on an automobile under circumstances which, from 
that testimony, would indicate that you knew at that time he was 
not the owner of the automobile. 

Would you have any comment to make on that? 

Mr. Jones. I don’t believe that is right. I don’t believe that I knew 
that. You have 1 automobile there, and I had, I think, 7 automobiles 
for the entire group of business agents of 371. We were having diffi- 
culty, frankly, in collecting the premiums on those seven automobiles. 
There wasn’t enough mon ey in the treasury in 371. 

I am telling tales out of school here. This is beside 00 point, s 
maybe ] better not go into it any further. It Is other business a 
does not pertam to this. 

But I did not know that there was anything wrong with the claim. 
The only thing I knew was that a letter came through from Provi- 
dence stating that they did find something wrong with it, and would 
I comment on it. I don’t think I commented yet. 

Mr. McCane. You have since learned that there was something 
wrong with the claim, as you put it 

Mr. Jones. That is right. I have very little to do, as you probably 
know, with the general business, I have two offices and mine is over 
in the group department. 


Mr. McCane. Mr. Jones, you mentioned your dealings with wien 
representatives and union officials. I wonder if you would car to 
tell us whether it is your practice to urge upon union officials that they 
seek a more favorable collective bargaining contract from employ I's 


in order that they may be able to meet the cost of premiums ¢ 

Mr. Jones. No. No, 1 don’t dothat. I have no part in negotiations 
at any time. An insurance broker or consultant—that is not part of it. 

Mr. McCane. I would like to ask you, sir, if, on the 30th of No- 
vember 1953, you wrote a letter to Tom Hanle -y, in which you discussed 
the claims expense for the sheet-metal police v for the prior 10 months, 
and found that it was running at a deficit, and in that letter you 
commented that the increase negotiated by the union would not be 
enough to cover the cost of the premium and that they should look 
forward to an additional increase of 50 cents a month in the collective 
bargaining. this to be in —— Ion n specific dread disease situation 
that you had discussed with them ? 

Mr. Jones. I recall such a letter; yes. 

Mr. McC ape. Would you expl: ain to the committee the cire ‘umstances 
under which you wrote it, and why you wrote that letter ? 

Mr. Jones. We had written this case back in January 1951, is it? 

Mr. McCase. 1953. 

Mr. Jones. No, I am talking about the inception of the sheet-metal 


~ 
} 
4 


case, January 1951. It was at a rate of $10. At that time it was 
supposedly very competitive bidding, so ee had their pencils 
sharp. We h: id continued on with this case for 1, 2, 3, and this was 
now the 4th year, was it not ¢ 

Mr. McCapsr. This letter was written on November 30, 1953. 
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Mr. Jones. That is pertaining to the fourth policy year, and we had 
not asked for a rate increase all during those 3 years, although I don't 
need to tell you that hospital and medical costs had practically—well, 
[ was going to say doubled. They are up more than 50 percent. So 
any policy in at a rate will not stand forever at increased medical 
costs, will it? However, this one has stood up well, and we were 
watching. 

I think you might have found some other letters in my file where | 
had called attention to the fact that we were watching the claims situa 
tion. There is one in there that states about a $3,000 refund that could 
have been paid at the end of the second year, but it was felt that it was 
better to leave it on deposit with the company, because the claims were 
on the rise all the time. 

So this letter was to inform the trustees that it may be necessary to 
bolster that rate by the payment of an additional 50 cents. I don’t 
think that entailed asking’ the employe r for another 50 cents. 

Mr. McCapr. Mr. Jones, this letter was not to the trustee. This 

letter to Tom Hlanley, marked personal, in which it was suggested 
that it would be necessary to negotiate an additional 50-cent contribu 
tion in order to defray the projected or the expected cost of premium 
increases. My question is directed, sir, to the propriety, and your 
opinion as to the propriety, of an insurance broker injecting himself 
to that extent in the negotiating process. 

Mr. Jones. Do I say negotiated in my letter / 

Mr. McCane. Yes, sir 

Mr. Jones. Lam sorry, I] am inerror there. I don’t mean negotiated. 

My way of thinking, and it was my thinking at that time, was that 
the fund had ple nty of money in it to prov ide for an additional 50 cents 
a month if the joint trustees so desired. 

If I said negotiated, I am sorry, I didn’t mean it. I never have 
anything to do with negotiations, 

Mr. Granam. Mr. Jones, as a professional insurance broker, what 
do you think is a fair guaranteed retention rate with reference to 
policies of this nature ¢ 

Mr. Jones. What doI think is a fair one? 

Mr. Graram. Yes. 

Mr. Jones. Policies of the size of this one 2 

Mr. Grama. Yessirza policy of this nature. 

Mr. Jones. Well, nature. What do you mean by nature? 

Mr. Granam. All right. A policy covering the same number of 
employees. 

Mr. Jones. The same number of employees and the same benefits ? 

Mr. Grauam. Yes, that is right. 

Mr. Jones. I think that—well, certainly no lower than—well, I was 
going to say let us get 8.75 out of the company next year, rae ona 
70 percent loss ratio, and guarantee it based on the actuak premium paid 
the company, and not on OTOSS premiums. 

Mr. Granam. What was the rate ? 

Mr. Jones. I would say 8.75. 

Mr. Granam. 8.75? 

Mr. Jones. I am guessing. I stepped clear out of my—— 

Mr. Grauam. You think that woud be a fair one? 

Mr. Jones. I am stepping clear out of my department when I tell 
you what a company should allow. 
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Mr. Granam. What is the retention rate on the policy for the North- 
ern Sheet Metal Workers ¢ 

Mr. Jones. I don’t have that case any more. I lost it a year ago. 
I couldn't tell you. 

Mr. GranaAm, What was it? 

Mr. JONES. The last | knew of it. I think it was 12 percent, or 12.25. 
or something. 

Mr. Granam. What was the size of that compared to this one? 

Mr. Jonrs. Somewhat smaller. It was, I guess, about two-thirds 
the size of this one. 

Mr. GrauAm. It cost more to run a bigger one, then ? 

Mr. Jongs. It costs more to run a bigger one ? 

Mr. Granam. Yes. 

Mr. Jones. You mean—— 

Mr. Granam. They charge a higher retention rate if the policy is 
larger ? 

Mr. Jones. No. They don’t settle their own claims, I don’t think, 
up there. Iam not sure. 

The CuarrMan. Mr. Jones, is there any standard that can be used 
in determining whether a retention rate is fair or otherwise, reasonable 
or otherwise ¢ How do you determine that ? I don’t know. 

Mr. Jones. Retentions are always based on the total volume in- 
volved in the case, on the total amount of premium dollars, usually, 
the number of insurance involved and sometimes the number of em- 


plovers involved has a bearing. But usually it is the total number 
of dollars involved in the case during the entire year. 


The CuarrMan. There are quite a few insurance companies han- 
dling this type of business, I presume, in America. How would the 
rates compare with other companies on the same type of business, as 
a broker would probably have an idea of the other companies. Is 
there a table that anybody can give us as a standard to go by, or what ? 

Mr. Jones. No. It is very often, I think, as a broker, as a layman, 
the personal likes of an underwriter. One underwriter may like, let 
us say, painters, and the other one has gotten his shirt burned with 
them once and you couldn't give him a painter’s case. So you couldn’t 
sell him that case on a bet. 

Going back to your question, there isn’t any uniform rate of reten- 
tion for size that I know of. 

The Cuarrman. Would you say they are all just negotiated rates, 
then, each one standing on a certain negotiation ? 

Mr. Jones. That is more or less true. 

The Cratrman. Rather than on any fixed practices or anything of 
that sort ? 

Mr. Jones. It is usually used for competitive purposes. 

The CuarrmMan. I always thought rates were more fixed in the in- 
surance business. 

Mr. Jones. Each company’s own manual of rates are not the same. 

Mr. Hor rs Does the type of work that the people do influence it 
to some extent ¢ 

Mr. Jones. Not usually in these cases. These cases, at least in Cali- 
fornia, are only for coverage off the job. Workmen’s compensation, 
which is a State law, covers them on the job. So the type of employ- 
ment doesn’t usually enter into the thing. 
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Mr. Hoir. Would the location in the State, or from State to State? 

Mr. Jones. In States where you don’t have workmen’s compensa 
tion I imagine it would be, because you would have to cover on the 
job. . 

The CuarrMan, You have been in this business for quite some time, 
and you saw an opportunity to cash in on a trend, which is quite 
understandable. 

How many companies would you say specialize in this type of busi 
ness in the insurance field ? 

Mr. Jones. I would have no idea. The number of companies? 

The CHAIRMAN. We sent out a questionnaire, I believe, from our 
committee. I know some of the letters were sent to my office rather 
than over to the committee. I read through some of them and some 
of them said, “We don’t handle that type of business at all.” 

Mr. JONES. That Is true. One very large company, one ot the 
largest companies, did not write group insurance at all until about 3 
years ago. I think this is their third year. They went out very 
aggressively and they are now writing a lot of it. ’ 

he CHarrMan, And there are insurance consultants in this fie] i: 
are there not? I have heard of them. 

Mr. Jones. I class myself as a consultant and broker. 

Mr. GRAHAM. Do you think it is a cvood policy for an wsural 
consultant to base his fee on the commission of its insurance purchased 
Mr. Jones. Well. the fee for a consultant is nothing. I will 
as consultant and the fee will be the commission I derive out of the 


/ 


Case. 

Mr. Granam, Aren’t there consultants that operate for a fee that 
are not insurance brokers ¢ 

Mr. Jones. Yes: there are. 

Mr. GranaM, You really serve a dual purpose ? 

Mr. Jones. I serve a dual purpose and I don’t make any charge 
for it. 

Mr. GrauAm. Does it behoove you on the basis of being a consultant 
to look for a policy that pays a high or a low commission 4 

Mr. Jones. I wouldn’t accept a policy that paid too high a 
commission. 

Mr. GranAm. Thank you. 

The Cuamman. Is that all of the questioning ? 

Mr. Lueas. 

Mr. Lucas. A few simple questions, easy for you to answer. Are 
you a member of the union / 
" Mr. Jones. No. 

Mr. Lucas. How many employees do you have in your office? 

Mr. Jones. I am glad you asked that. I was going to bring it up 
and never got achance. I have tive employees. 

Mr. Li CAS. How many of them are men, and women ¢ 

Mr. Jones. I have 2 men and 3 women. 

Mr. Lucas. Your men are salesmen and outside workers ¢ 

Mr. Jones. Yes. 

Mr. Lucas. And three girls handling the clerical work ? 

Mr. Jones. That is right. 
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Mr. Lucas. Do you have any other income other than what you 
receive from insurance companies as their representative ¢ 

Mr. Jones. Well, I own a little piece of property. I am trying to 
get ahold of some more. 

Mr. Lucas. Does it bring you very much income in relation to your 
income from the insurance business? I am not asking you how much. 

Mr. Jones. No, it is not substantial. It is some that I have acquired 
in the last 2 or 3 years. 

Mr. Lucas. When did you first meet Tom Hanley ? 

Mr. Jones. After October, after I had closed the Northern Sheet 
Metal case. 

Mr. Lucas. The northern California case? 

Mr. Jones. I couldn't tell you the date, but it was after that date. 

Mr. Lucas. And you have had considerable association with him 
since that time, have you not ? 

Mr. Jones. Well, insofar as this case is concerned, yes. But inso- 
far as seeing him often, no. 

Mr. Lucas. You have come to have considerable faith in him, have 
you not ¢ 

Mr. Jones. I certainly have. 

Mr. Lucas. You rely on him and do business with him ? 

Mr. Jones. That is right. 

Mr. Lucas. You take his word? 

Mr. Jones. That is right. 

Mr. Lucas. And you know he will do what he says he will do? 

Mr. Jonrs. That is right. 

Mr. Lucas. Yet you deduct from your income tax a bad debt? 

Mr. Jones. Iam glad you brought that up. 

Mr. Lucas. Explain it, will you? 

Mr. Jones. I think that occurred in the year 1952. Am I right on 
that? Anyway, whenever it was, up to this point I had never had an 
occasion to have Tom pay me any money. I wrote a policy on his 
automobile. We sent our regular bills, we have a regular billing 
system we send, and had no response. I saw him probably once every 
3 months or once every 6 months. And as I do with a lot of my other 
general insurance customers whom I have some business with and do 
a lot of business with, I don’t ask them for money. And so this went 
on until we put some insurance on his wife’s automobile, and it be- 
came due, too. I had not received any payment for it, so I charged it 
off as a bad debt. Then I wrote the 7 ent for local 371. It 
was at that time that Tom said to me, he said “Jesus,” he said, “I have 
got to start giving you some money. Here is $50.” So then the thing 
to do was shall I retire the bad debt or shall I apply it to the current 
polic y, which I did. I received from Mr. Hanley, after that, another 

$50 payment, another $75 payment and another $100 payment. And 
the balance of it is a charge on my account, which I am not dunning 
him for at this time. He can pay it to me when he darn well pleases, 
because the premium is paid the company, as I have done for many 
of my other customers. Does that satisfy you? 

Mr. Lucas. You don’t even expect him to pay for that insurance, do 
you? 

Mr. Jones. Yes, I do. 

Mr. Lucas. You did not sue him for the last time he didn’t pay you. 
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Mr. Jones. Mr. Lucas, I have never sued a man in my life. I don’t 
think I ever will. 

Mr. Lucas. You are just right here today issuing a gold plated 
invitation not to pay you a bit. 

Mr. JONES. If he so desires to do that. that is pel fe thy all right 
with me. 

Mr. Lucas. That is all. 

The CHairman. Mr. Miller? 


Mr. MILLER. Mr. Jones, I heheve it Was shown here that vou ol 
lected something very nearly $40,000 in the last three and a half 
years from this company; is that right, in the way of commissions 4 

Mr. Jones. That is right. I presume it is right. I have not 


verified it, but let us assume it is. 

Mr. Mituer. What part of your time is devoted to this company’s 
business / 

Mr. JONI Ss. ‘| O this company ’s business ? 

Mr. Miuier. Yes. 

Mr. Jones. Well, I have about 9 group cases, and I think all but 
1 of them are with this company, and I work 7 days, almost, a week 
on group insurance. 

Mr. Mituer. In other words, practically all of your time has been 
put in with this company ¢ 

Mr. Jones. On my group insurance, ves. You could say 100 per- 
cent of my working time is put in on group insurance. 

Mr. Minuer. That is all. 

The CHairMaAn. That is all, Mr. Jones. 

We will take a 10-minute recess. 

(Whereupon, a brief recess was taken.) 

The Cuarrman. The hearing will please come to order. 

Is Mr. Jacobs in the room ? 

Would all of you gentlemen raise your ri 

Would you give your name, Mr. Jacobs ? 

Mr. J \COBS. Leo W. Jacobs. 

Mr. Hor RSCII. Harold al Hoersch. 

Mr. Brastry. V. R. Beasley. 

Mr. Duxe. I am Clifford Duke, Jr. Iam the attorney representin 
this group of people. 

The CuarrmMan. You are not going to testify / 

Mr. Duke. No; I will not testify, unless I am asked questions. 

However, I will be sworn, if the committee prefers. 

The CuHairman. All right, raise your right hands, all of you. 

Do you each solemnly swear that the testimony you are about to 
give will be the truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. Brastey. I do. 

Mr. JAcors. I do. 

Mr. Hoerscu. I do. 

Mr. Duxe. I do. 

The CratrmMan. Let the record show they were all sworn. 

In order to save time, I just want to say to the next 2 groups, 
this 1 and the next 1, we will limit you each to 45 minutes. We 
will proceed to try to cover it. 


oht hands? 


— 


JQ 








246 WELFARE AND PENSION FUNDS IN LOS ANGELES AREA 


TESTIMONY OF LEO W. JACOBS, ASSOCIATED INDUSTRIES, ACCOM- 
PANIED BY CLIFFORD DUKE, JR., SAN DIEGO, CALIF. 


Mr. McCasr. Mr. Jacobs, would you identify your group for the 
record ¢ 

Mr. Jacors. This is a group of employers representing the Asso- 
ciated Industries, which is an employer group of San Diego, Calif., 
representing the restaurants, taverns, and allied industry, and em 
ployers in the San Diego area. 

Mr. McCarnr. Do we understand you have had experience in the 
negotiation of welfare funds / 

Mr. J ACOBS., We have been in the process of negotiating with this 
union and resisting this particular health and welfare program since 


If mception. 

Mr. Met \BI Mr. Jacol s. what I wot ld like to ask is that you and 
your associates, Or any of them, 1n which ever way is agreeable to your 
ow! croup, present to th scommittee your account of vour negotiations 


and the lithe ulties W h ch vou s ooest you have experienced under it. 
and proceed in your own way, sir. 

Mr. Jacors. This is a corporation. I want to put that on the record. 
Th is a nonprofit corporation. 
We wish at this time, in behalf of the association, to charge these 
two unions, the culinary workers union of San Diego and the bar- 
i 


ers union, W ho operate from al joint exer utive board. 
We have three specific charges to their methods on this health and 
welfare scheme. 

Our first charge is that they used violence and other intimidations 
in order to force the signature on these contracts and to collect the 
premiums or the insurance considerations, employer considerat ns. 

Our second charge is that the operation of the plan itself is bod: 
it is malpractice; it is fraudulent. 

Our third charge is that the end results of this plan would be 
socialism, it would be the control of the individuals from the cradle to 
the orave. 

We are ready to present ey dence on these three charges. 

If it please the committee, we would like to take them in order. 
Our first charge is the charge of violence. 

To begin with, I want to set up the first relationship that we have 
evidence in the begin! ing th it started this plan. 

We will vO back to the vear 1951, September, here in Los Angeles, 
before this plan was known to anybody, I believe, in the restaurant 
and tavern field in San Diego, when, at the Ambassador Hotel, there 
was a meeting between Dudley Wright, the president of the culinary 
workers union of San Diego, the secretary-treasurer of the culinary 
union in San Diego, John Brown, the then secretary-treasurer of the 
b: rtenders union, In San D TO, ‘| homas Neblett. who is an employer 
representative, representing in the city and various parts of the State 
the Hotel ( ‘ouneil. and a Mr. Earl Liever. 

They met in the Ambassador Hotel in September 1951. 

The next step in this plan then came, the negotiations they went 
through with the hotel groups. We are not particularly concerned 
with that because we were not involved in any way. They never asked 
us to take part in negotiations, but later on after the negotiations, 








Serre 
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then they tried to force this plan on us as independents in the rest 
of the trade. 

That will bring us up to the start of our difficulty with these par- 
ticular unions and their officials. 

This plan had started after they had signed up the hotels. We 
make firm accusations that Earl Liever and Tom Neblett were in on 
this from the very beginning before they ever approved any employer 
whatsoever, and had this plan worked out before they came to San 
Diego to represent any emp lovers, I don’t care sais they are 
independents or the Hote 1 Council. 

Earl Liever is the broker of this particular deal. And Tom 
Neblett, I will make it very clear, represented himself as an employer 
representative, of which we have our doubts. 

Then after they had negotiated this plan with the hotels, they 
started out on the individuals. 

I might add at this time, even the signing of the hotels was ‘Illegal 
at that time, because they did not have authority from the Wage 
Stabilization Board to even sign the hotels. 

Then they sts irted out to cover the whole industry. 

The first place they came in contact with was the place of Bernie 
Schweitzer, which was a tavern down on Ketner and Broadway. 
They put a picket line on the man to force him to sign this contract. 
He refused to sign the contract on the ground that it was illegal, but 
we had information, the Tavern Owners Association at that time had 
telegrams from the Wage Stabilization Board in Washington, that 
they had no authorization to collect these premiums or to sign up 
these contracts. 

Then they started working on Mr. Schweitzer in their various 


ways. 

One of the incidents they pulled on Mr. Schweitzer to try to force 
him to sign a contract is one night they put sugar in his gas tank. 
You gentlemen know, especially the gentleman from ‘Texas, in the 


alkali country, what alkali will do to a car, and you will know what 
sugar will do to a car. 

That particular night they sugared three cars to be sure they got 
Bernie’s. 

We can prove that by the fact that ~ information was given to us 
by an ex-agent of the union, one Dee Nixon, who identified to us who 
put the sugar in that gas tank, and it was William Pearson, the then 
president of the bartenders union, and one Vera Ladiner who was 
a business agent of the culinary workers union. 

Mrs. Dee Nixon informed us that Dudley Wright and the other 
officials of the union knew full well of the sugar in that gas tank. 

All right. Then he made a threat to the employee who worked 
behind the picket line, Mr. Sterlo, and they bumped him and tried 
to intimidate him not to work there. 

That was the case at Bernie’s. 

Mr. Schweitzer never did sign a contract, by the way. He took 
the picket line for quite some time, and there was a court fight, and 
it went to the superior court on the question of legality, and the Cart 
wright Act, and what not, but to his day he has not signed a contract. 

They had signed a place of business down in San Diego, by the 
name of the Paris Inn. He found out under the contract that he had 
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signed that these collections were illegal. He consulted his attorney 
and he was advised by his attorney that the collections were illegal 
and he refused payment. 

They intimidated him and brought various threats against him, 
threats of pickets if he didn’t pay these payments. 

Under threats of pickets, I believe one Saturday night, he says, 
All right, I am not objecting to paying these payments, but I want to make sure 
that I am legally in the right. I don't want to violate the Federal laws. I will 
make out a check, 
which he did. He wrote on the back of this check made out to pay 
for his premiums, and I want to offer this in evidence, the following 
thing, and gave it to them. 

This is what this says: 

To insure Sherman’s against any violation of Wage Stabilization Board, this 
payment and all prior and subsequent payments to San Diego bartenders and 
culinary workers insurance funds is accepted on condition that contract approv- 
ing such funds is approved by Wage Stabilization Board. If not approved, then 
all moneys paid by Sherman’s for such fund shall be refunded in full to Sherman’s. 

They refused the man. They forced the man to give them another 
check. 

We offer that in evidence. 

(The check referred to was filed with the committee.) 

Mr. McCase. Mr. Chairman, the witness suggested this check be 
received in evidence. This is apparently a photostatic reproduction 
of both sides of a check. The check is dated April 21, 1952, drawn on 
the Bank of America, the San Diego main office, payable to the San 
Diego bartenders and culinary workers insurance fund in the amount 
of $44. The check is numbered 2221, and bears the printed name, 
“Sherman’s, State and C Street, San Diego, Calif.” 

The area ordinarily bearing the signature is obliterated. 

May it be accepted ? 

The Cuamman. Without objection. 

(The material referred to was filed with the committee. ) 

Mr. Jacons. The next thing I am going to relate, and there was a 
lot happening in between, was that this was cementing opposition to 
this particular plan, not only because it was against the wage stabiliza- 
tion, but because it was such a bad plan. 

In San Diego the businessmen and employers were getting incensed, 
and we were uniting. We had a meeting one day called at a place of 
business in San Diego, called the Blue Note. We gathe red there. 

About the time we had for ou meeting the union officials walked in. 
Mr. Dudley Wright walked in, Mr. John Brown walked in, Mr. Wil- 
liam Pearson and Gus t: ailed | in the end. He was one of their agents. 

Accompanying these gentlemen was one George Cheney, who was 
their labor consultant. 

At that meeting various things were said. The union officials got up 
and talked, and we kept asking Mr. John Brown if he could prove the 
legality of this plan. We had documentary proof that it was not 
approved by the Wage Stabilization Board. 

But Mr. John Brown was then the kingpin of the whole union move- 
ment, of the particular unions, the joint board, got up and said, “No 
matter whether it is legal or not, my advice to you, gentlemen, is to 
contribute to that fund, or else.” 
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It was words to that effect. 

Then they were brought before a grand jury for a hearing on the 
ease. They were brought before the grand jury on these and various 
methods the ‘y used to try to collect these funds. 

One charge was conspiracy to commit extortion. They were indicted 
and convicted. 

That will be all I will say about that. All I will say is that some of 
these people indicted and convicted are still members, still officers, of 
these unions. 

Then, in March 1954, we negotiated. The union activity, and this 
plan in particular, was pretty quiet after these convictions, until 
March, or until about a year ago, Then they started opening negotia 
tions again, reque: sting to ope n these negoti: itions again, on this ver Vv 

same plan, with very few minor changes, if any. 

We met, and we met, and we finally, in March 1954, had solved all 
contract difficulties between our employer group and this union except 
this particular health and welfare plan. 

Up at Mr. Weneke’s office, on March 18, 1954, we came down to that 
one final crux, and we offered these gentlemen, if they would throw 
out the window or junk what we claimed was this fraudulent plan, that 
the only people who were going to benefit being the union leaders and 
insurance brokers, if they would cast is aside we would sit down wit} 
them and help them rewrite a good plan and we would finance it. 

We would help serve in any capacity possible. 

But they told us “No.” They had no plan except this plan. And we 
asked why, I, in particular, and the answer I got from Mr. Dudley 
Wright was his answer: 

“We are working toward the Permanente plan. Our goal is the Per- 
manente plan,” which is, in fact, the Kaiser plan, which is socialism 
in its every degree. The union owns the hospital. They hire the 
doctors. They hire the nurses; they control the funds. They elimi- 
nate the insurance company. 

That was Mr. Dudley Wright’s statement, exact statement. 

That is why, one principal reason why he stated they did not want 
to junk his plan and adopt any other plan, because that was their goal. 

Anyway, we broke off negotiations on that point. And we went 
through another period of economic duress. 

The union started their picketing. That was in March 1954 of 
this year. 

We still did not submit. They picked out some of our individuals. 
Mr. Weneke said they would be more easily subject to economic duress. 

Mr. Beasley’s place was one of them. I am going to skip Mr. Beas 
ley and let him testify as to what happened at his place. 

Then after they were unsuccessful in subduing Mr. Beasley and 
making him submit to this plan, they went to the Secret Harbor. 
And there were acts of violence. One thing that happened there 
was they sabotaged the refrigeration. 

What we consider was the most important act of violence up to this 
time, during the year of 1954, was the importation of hoods into San 
Diego. Mr. Mulligan was sent out to take over the bartenders union 
as international trustee, and he brought into town with him three 
individuals, one we can definitely identify as one Cecil Cenard, vio- 
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lence for sale, known in the underworld as the fat man. He was 
brought in to San Diego in the latter part of March 1954. 

How we first vot know ledge ot this Was through one Vick Buono, a 
bail bondsman, concerned about our attorney, Mr. Duke, who called up 
Mr. Duke and told him that the union had brought these hoods into 
syn LD evo for the purpose ot 

This is Cecil Cenard | indicating photograph]. I am not a lawyer. 
I am lust trying to vet this evidence in. 

This is the man here. He an underworld character. 

Mr. Nusen, of the sh riff’s olhiee, identified this man for us, aS a 
man with a criminal record, a violent criminal record. That is the 


helping to settle by violence this dispute. 


man. 
How we happened to know about this is these men came down to Mr, 


Buono’s office and asked where they could locate Mr. Duke. because 


they were here to settle this union dispute once and for all. They 
were brought in by the unions. 
At that time, I was building a restaurant, Ricky’s Cafe. I had 


several business dealings at that time with an equipment house which 
IS very close, practically underneath the bartenders union. 

The same day that they went in to Mr. Buono’s office and Buono was 
in contact with Mr. Duke, going into R. W. Smith Supply Co., I saw 
this man and two other men going up into the bartenders union hall. 
The other man was thin, tall, dark complexioned; a man, I would say, 
i years old. 

All rioht. Then Mr. Duke called Mr. Weneke and told him of this 
situation, and Mr. Weneke didn’t think such a situation existed. 

Mr. Duke advised him to call the bartender workers union whether 
Mr. Weneke called or not; anway, we didn’t hear anything more. 

And he told him to check with Mr. Muriel, because Muriel was a 
friend of Buono’s, and Vick was trying to get them to stop this kind 
of stuff because it would cast reflections on the Italian people. 

Mr. Weneke did not return Mr. Duke’s call. Whether he checked 
on him, or not, we don’t know. He claimed he didn’t know anything 
about it. 

Then we come to the Town and Country Club. They went down 
there demanding the same health and welfare program. They put 
their pickets on. 

During that picketing, a threat was made by phone to the maid, 
Mrs. Welch. Later they threatened to turn her husband’s car over, 
if he continued to drive her through the picket line. 

Then they kerosened the ice that came in. The man had to bring 
in a huge amount of ice at one time by truck to supply them for a large 
amount of time, and it was kerosened, or kerosene turned up in the 
ice, rather. 

Then no less than 2 weeks ago—I have an office. I am a public ac- 
countant, besides being a cafe operator. I am in the Spreckle’s Build- 
ing, and sometimes I have a cup of coffee or a sandwich in a place 
known as Harvey’s Cafe. One of the partners is an ex-business agent 
of the culinary workers union, one Frank Capello. He came back. 

I minded by own business and he sat down next to me and said “Jake, 
you better watch out.” 








| 
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IT said. “What for?” 

He said, “Mr. Mulligan is personally out to get you.” 

He said, “This man is tough: he is rough; he is a big, rugged Iris! 
man. 

I said, “You don’t have to explain Mr. Mulligan’s physical att) 
tome. Heisabig boy.” 

And he said, “He has a violent temper, Jake. He is going t 
you. He is making you his No. 1 personal problem.” 

I said, “Well, if he wants to, let him go ahead. Let him mak 
threats. We have a grand jury and I won't hesitate to go to it.” 

Then Mr. Capello was very disturbed that he had told me th 
asked me not to say anything about it. 

I said, “Frank, you told me this. Iam under no obligation to pre 
tect you in any way. I know your sympathies he with them, 
know where my sympathy hes. I am not protecting anybody.” 

All right, on these threats, I am not going to say any more, but 
this is by no means all. 

We want to get to the crux of the matter, the real empha we 
would like to lay on this matter. 

The CHarrMan. Mav I interrupt here to ask if vou have a fund 
now,a welfare fund ? , 

Mr. Jacors. We have resisted this fund ourselves. 

The Cuamman. You donot have any 4 

Mr. Jacons. We have a fund: yes. We have our own: yes. Wi 
have one we would like to submit to discredit some of the y dence 
we heard in this court today. 

Mr. Duke. If it please the committee, IT might say that this ere Pp 
has purchased for their employees a California physician's servic 
the Blue Shield plan, and we have a summary of the benefits offered 
by that plan which are available to all employees and their depen 

On the far-side of the page, if the committee please, is the pian that 
culinary union offers. It olves their benefits. ‘| he other olum 
the C. P.S. benefits. 

You will see readily that the C. P. S. benefits are much ereater and 
it costs $7.07 per month. It is all administered by C. P. SS.) You don't 
have a giant reserve, You don’t have to have a great massive ad 
istration. Everybody is issued a eard. There is ho chan eundael 
plan for any fraudulent claim or any inelligible person receiving 
benefits. 

It is all administered and done and handled by the California 
Physicians’ Service. The employee ets 100 percent covernve for 
the amount of money that is paid. 

Mr. McCasr. Mr. Chairman, the witness has handed me a 3 1 
typed summary which purports to be a comparative analysis of t 
C. P. S. plan and the culinary workers Occidental plan. It is so 
headed. 

I suggest that it be received by the committee. 

The CHarrmMan. Without objection, it is so ordered. 

(The matter referred to follows :) 

53814—54—-pt. 1 17 


or 








AREA 


ANGELES 


LOS 


IN 


AND PENSION FUNDS 


WELFARE 


2 


5 


> 


aS 





















i0} 
‘od 
od 
od 
od 
od 
od 
p 09 JON 
ON 
ooe$ 03 dn 8004 
St XO [BIT I 
Y Ole} ut pepnyouy 
org 
SABD If 
; I 
v3 








“SBITXO [BI 
10} OOS$ Ul |{ 


pepraoid 1ON 


op 





s $ 


NAOId JON 








. syjyuoul g 


3 





P019A00 JON 
ON 


OES 03 dn seey 


-SOL 
4 








upjd JoJUIpIIIQ SLayson favurpna {72M pasvduod spifauag aotaiay supiish iq Diu 


UOT}B[NSZBOD 





JOJIG puB 






















[BOI3II0 UT SI 












[BjIdsoy JO JNO sasBd JUepoB UT SABI-X “Z 











pezeydsoy arya A 





10GB] -X ‘I 

19qQ A10}t pues ABl-x¥X 

O21B) PATIBIIUOIIT “¢ 

) UTM Seseo 
‘ 10) 


Se 


id 
Xo It Is\ 





at) uot 









SIA | 
S}usurAed Jo 





) (ova pom 





uorit 
p 10 paplAoid oe syyeuogq « 








JBIQOSSB PUB sJOqUIOU A[]UIR] 
ut 


139 ‘UBQIBSVBO ‘se 
Jj ZUISIIV SUOI{IPUOD JOJ 4STWeY 
ist 












uIOOL 3 


syseo ‘sjulds ‘satjddns oneyyse 





GeOURM 








DD fo lunwwung 











ASSOC 


it benefits, 


al accider 









WELFARE AND 





= ¥ 
— ° 
> —_ 
a “> 
- ” 
~ 


Do 
Do 





$1,500. 


for 








°? = 
“e = 
~ L 
> S 
s e = @ 








PENSION 

























FUNDS 


your 


1 leave 




















nue 


cent 








ibers may 


1y continue C 


irrying nm 


1Y or 


LOS 




















ANGELES 





+ 
- 
f L 
- = 


AREA 


253 








254 


WELFARE AND PENSION FUNDS IN LOS ANGELES AREA 


V minute part « f th 1e violence and intimi- 
| 


rough down mn 
1 


We want to get to the o} peration of this plan that we went through. 
These people were under criminal indictment for that. We investi- 


cated this P vlan thor io] ly up until the time we broke off 1 iegotiations 


with Mr. Weneke and es ents on March 18, 1954. 

: inst, this plan that the culinary workers have has a broker, one 
Earl Liever. Mr. ok part in this plan is this: Of all premiums 
pai he gets 5 percent from Occidental. That is the last information, 


ntle men, we have. 


aqaatiol that a people wenhtt 


"Mr. Liever gets 5 percent from Occidental as his nega ar commis- 
sion. The trustees, and administrator of this ye ed ye vy Mr. Liever 
an additional 4 percent. I presume as a consultant. 

Mr. Liever is getting 9 percent, actually, out of the premiums paid. 


Mr. Liever, gentlemen, I would like to put on record, is a Pennsy]- 
vanl poor oienialty. 
Mr :AHAM. May T in bers ‘upt just a minute ? 
That extra 4 percent, is at vaid for out of the premium, or is that 
{ | 


paid in additien to the oe mium ? 
Mr. Jacons That is paid by the trustees, 
Mr. Granam. Not Occidental ? 
Mr. Jacons. No. Occidental pays him 5 percent and the trustees 


pay him 4 percent. That is the information we have up to the time 
that our in vectigations were oe 
Earl Liever maintains an office at 519 California Street, San Fran- 


cisco. He had two insurance somepanicn when he came in to this 
Stste. He first came from Pennsylvania. 

As IT understand it. he vot into trouble there about well, ve will 
skip that. But he came first into Nevada. He was run out of Nevada. 
He came to Frisco. He was run out on account on insurance deals. 

Ife came to Frisco and formed the Earl Liever, Inc., company, this 
concern maintained an office at 519 California Street, San Francisco. 

Mr. Liever had as other « fficers of this corporation Caroly n Liever, 
y ice president, the d: wuehte r of Ear] Li ver, al d Mary B. Liever, sec- 
retary-treasurer, wife of Earl Liever. This is a closed corporation. 
The directors being the officers. 

Do you want me to read the whole letter? T am trying to brief this. 

On May 15, 1952, Earl Liever filed an application for an insurance 
broker’s license. On June 2, 1952, he took and failed the qualifying 
examination. He is not therefore presently licensed as a broker 

This letter is dated August 21, 1952. This investigation was made 
by the California Department of Insurance. This is the broker com- 
pany that buys the insurance. It has the same capacity as the man 
you had, Mr, Jordan Jones. We were amazed by the similarity of the 
situation. ; 

Now lam going to read further, from this, here. 

Mr. Liever is reported to be affiliated with Security Insurance Service, Ince., of 
San Francisco, as a vice president and a stockholder thereof. Mr. Liever’s 
brother-in-law, Mr. Earl F. Boyer, is secretary-treasurer of the Security Insurance 
Service, and Mr. Liever is named on a joint, firm, lift, and disability since issued 

the Security Insurance Services, Inc 

As IT understand it, and I believe my information is correct, this is the 
company thatsettlestheclaim. Isthat correct? 
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An interview by one of our staff members with Mr. Liever it ale 
is a lose Connectio hve een M Liever al Mir. Llugo Ernst | 
of New York and is president of the culinary workers’ international org 


Mr. Ernst wa in ran Fran o du ho ne st of 1 period 
negotiatiol ere in process preliminary to Mr. Liever | ) 
the t tor the writ ne ot t ( ra ) ve ( i 
C1s\ I vurant ad tavern we ( 

It is ( \I ] expen a i S 
bu i ] l t 1 l wd 

TI i entu | ( ( \ 
} howe M nst 
it s \ir. Liever’s enterprise 

M Mc BE. \\ if the dat of the | 1 l id 

Ni TACOI Au t 21,1972. but we have later oO} ( tt 
in Wal mach 1] pl ad 1 cle - Te 

Mr. Hour. Mr. Counsel. mav I ask a question 7 

Are we tall oO about a trust f ad that ex i pol { { 
or where a sal ipproacl was made / 

Mr. Jacors. Th is the pl hn operation +S Dieewo, tha 

ire T he to fores md. Us d ot er emplovel \\ re eP 1 
group 


Mr. Hour. You have a plan already ? 
Mr. J Aacors. Yes, sir. We have this plan subn itted here. 
Mr. Hour. Thank you. 

The Cratrman. You have vourown pla 


Mr. J ACORBS, \\ . have had t} “ pla hecau eP The ( reruses to 


change and adopt the plan that we ly s yust leq mia \ 
and legally and morally correct, and was not tainted with social 


Mr. Horr. Is this the same broker named in the Barstow 1 ent ? 

Ir. McCarnr. Apparently so. 

Mr. Horr. Isthis union a branch of that, or separate ? 

Mr. McCase. They belong to the same international, but as I under 
stand it, they are eparate locals. 

Mr. Duxr. May I interject here, if it please the committee, and com 
ment on that point a moment ¢ 


] 


This is the same trust agreement, the same health-and-welfare plan 
that you heard about in Barstow. It is also the same plan in San 
Diego, the same broker, the same emp ess rd council, the same Mr. 
Neblett is the party sion: itory on the tr and the same group rf 
people are resisting, the independent emp oye s are resisting tl 
in Barstow-San Bernardino as are resisting in San Dison, 

I was the counsel for Mr. Gee, who testified here. I believe. on 
Wednesday. 

Mr. Jacors. We will 70 0n to the next point here. Tam try ins to Set 
up the relationship of this plan to the Barstow and the plan that exists 
here in Los Angeles and San Francisco. It is the same plan through- 
out the State, at least in the major cities, the same broker, the same 
insurance company, the same employer representative that the union 
first got the plan introduced into ae industry with, Mr. Thomas 
Neblett. He is sort of the messenger or forerunner of the whole deal. 

This plan we claim is union seetrolind. The latest information we 
have indicates that this plan is absolutely union controlled. They 
have 4 trustees at first, when the plan was put out, they had 4 trustees, 


hat plan 








256 WELFARE AND PENSION FUNDS IN LOS ANGELES AREA 
and they named in their trusts agreement the unbiased arbitrator in 
case of dispute shall be Hugo Ernst, international president. 

After the indictment and the court trial they changed that. They 
dropped Hugo Ernst asthe unbiased arbitrator. 

As the plan now exists, they have 2, what they call, employer repre- 
sentatives and 2 union representatives, 

Mrs. Lucy Gulaspi, the president of the culinary workers union, is 
one union representative, and I believe Mr. Mulligan, the international 
trustee of the bartenders union. The bartenders union has been under 
trusteeship for some time. 

They have their so-called employer trustees. 

There is a Mr. Michael Yrigoyen, this gentleman who was sume 
place in the courtroom, who is in fact an employee. 

And then they have Mr. Henry Langhurst, who is an employer 
representative. He is an employer. He now owns the business Ber- 
nardinis, which a few years back was owned by Bernardinis, and he 
was the head bartender and the head of the bartenders union. 

Under this trust agreement, our last investigation shows that the 
employer trustees can act only on advice of the union trustees. 

Then I want to bring out the fact that the attorneys for the union, 
2 attorneys, Mr. Vincent Whelan and Mr. Walter Weneke, the 2 
attorneys who work as attorneys for both unions, are also the attorneys 
for the trustees. 

These men—Mr. Weneke in particular, are very prolabor. ‘That is 
the setup. 

I only have 5 minutes left. I have covered the insurance brokers, 
the inception. We have the comparison of plans. We offer or submit 
that we have a better plan, better administered, with no reserve funds 
to create. 

I am going to skip to socialism, because I want to bring that point 
out. I want to bring out the point that just before we broke off the 
negotiations, Mr. Weneke addressed a letter to Mr. Duke in our behalf. 
It is dated March 2, 1954. We were asking before why they needed 
these huge reserves. Why collect $13.50 a month fora policy that you 
can get for S77? 


This is Mr. Weneke’s reply: 


To the extent that your employers may be able to purchase this insurance for, 
say, an arbitrary figure of 30 cents, while other employers are contributing 50 
cents per day to the fund, the employers represented by you would derive an 
unfair competitive advantage over their fellow employers. Their fellow em- 
plovers consideration above in excess of the amount expended for present heaith 
and welfare coverage is, of course, accumulated in a reserve fund, to take care 
of the people in the industry at such times as employment may be scarce in this 
field 

On this point I believe our philosophies diverge. 

Gentlemen, we pay 2.7 into a California employment fund. Every 
employer in the State of California is obligated by law to pay into th: at. 

Mr. Weneke wants to set up an employment fund, controlled by 
the union, to bring further control over the union member into this. 

And also remember in this particular fund, union membership is 
a condition of employment and a condition to receive benefits under 
these plans. 

If you weren’t a union member, even if your employer paid in all 
his premium, you could not receive the benefits of these plans. 
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You could not receive, if they did set up such an unemployment 
fund, you could not receive that. 

I want to read a point out of their own magazine, the Catering 
Industry Employee, August 1954. This is the official journal of the 
Hotel and Restaurant Employees and Bartenders National Union. 

This reads: 

The second program offers complete and comprehensive medical care through 
the prepaid plan of the Kaiser Foundation or a similar service. Dependents of 
the members will be covered by the benefits and the entire cost of the program 
is to be paid by the employers. 

This ties in, gentlemen, with statewide socialism, only eliminating 
insurance companies and eliminating business. You can see it is the 
pattern back in New York. They have the pattern underway in Frisco. 
They are trying to do it here, they are trying to do it all over the 
State. 

They are trying to do away with the insurance company, and the 
broker later. He is going to make his fat pie now. 

Mr. Earl Liever and Mr. Jones are not the only ones. You will 
find the same setup in practically every union that has announced 
such a plan. It gives union control over the individual from the 
cradle to the grave. The sword of Damocles is held over that individ- 
ual all his life. 

I want Mr. Beasley to relate his experiences of being under a picket 
line. 


TESTIMONY OF V. R. BEASLEY, ASSOCIATED INDUSTRIES, ACCOM- 
PANIED BY CLIFFORD DUKE, JR., SAN DIEGO, CALIF. 


Mr. Brastey. Gentlemen of the committee, I don’t want to relate 
my experience so much as I would like to get this point over to you, 
the provisions of their contract. with reference to their health ‘and 
welfare plan, the reason we have resisted it down there, some of the 
reasons. 

First, it is a 1-year wage and hour agreement with a 5-year health 
and welfare plan. They have substituted that plan with later con- 
tracts that you don’t have to take the welfare plan, but if you will pay 
a 65-cent-an-hour additional wage, they can take care of their own 
contributions. 

That plainly says in this contract of theirs here, that the under- 
writer, and the nature and the extent of the benefits, is to be selected by 
the union. The employer that is paying the bill has nothing to say 
about it. 

Of course, as Mr. Jacobs says, the trustees are to consist of 2 
employers and 2 union representatives. We say yet that they haven't 
had a bona fide employer in San Diego sit on that board of trustees. 

This provision is also in the health and welfare plan, or in this 
trust agreement, that all moneys paid by the employer to the trustees 
immediately and irrevocably becomes part of the corpus of the trust, 
and it also provides, this is amended, for any other program of benefits 
which may be substituted to the needs of the fund. 

We have objected to that amendment. 

I know our time is just about up. I know you would like to have 
a recommendation from this group as to what to do about these health 
and welfare plans and the control of them. 
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We th nk that the pr nciple of collective bargaining containing ben- 
efits, such as health and welfare plans, or any other provisions other 
Lhan Wage, hours and working conditiol S, should be prohibited, 

J ch nt know how that should be done, but we should have it con- 
trolled maybe federally, with the States cooperating with the Na- 
tional Government. 

We t 1] kk that health a a welfare 7) il should be prohibited 
tirely from union contracts or union supervision for the reason that 
payment of dues should not be a factor in awarding benefits paid by 
the employers’ money. 

We also think it should be illeon] to set up tru to provide benefits 
that are controlled by inexperienced administrators and people of 
questiol ible abilities. 


Let the insurance people take care of the insured. That is our 


\ plat like we have, this pp! in of ours, this Blue Shiel ld p an, costs us 
S770 « { emplovee,. and th ; plan as set down by the w Oli is 50 cents 
in emploveea shift 

In other words, that runs $13.50 a month There are some other 
things in this that it is too bad we haven't more time to go into this 
plan. Lhere ire a lot of benefit that the employ (oes hot vet in this, 


and there are a lot of benefits that he should get 

The CHarman. How do you have him covered on retirement ? 
You have named the Blue Shield. | imagine that isa health plan. 

Mr. Beastry. That is right. 

The CHarrman. What are your death benefits / 

Mr. By ASLEY. The re are ho death benefits. We have not thought 
that a health and welfare plan IS something to take a hock Or as a 
guaranty or a cushion for a shock where unexpected sickness or ill 
ness or something like that occurs. We think that the pattern is now 
established by the unions of using employees con tr ogg exe for exces- 
sive administrative costs, if we have the figure right, this 1s costine— 
I don't know what the cost 1 

But on the last information we had it was excessive. ] suppose that 
information is available. 

Excessive administration costs and benefits other than for his own 
— shoul | be p rohi — 

Those a e the recommendatic ns I would like to make. 

Mr. eee Mr. Chairman, f I might say one thing in conclusion, 
the committee will note that in the plan offered by the ¢ ‘alifornia Phy- 
sic . ins Service, the employee can take that plan with him for the rest 

s life and convert it and keep mi aking paymen ts and be covered 
‘i oe 

In this particular union plan, that is not the ease, because union 
membe ‘rship is a condition of e mp loyment. You have peop le working 
in a period during their years when their health would permit them 
to get insurance. When the ‘vy retire from the field, they couldn't. 

That is one more advantage. 

The CHamman. Are there any questions? 

Mr. Lucas. I have one question. 

Counsel, may I ask you, have you considered advising your clients 
that they are not under Taft-Hartle ny ¢ 

Mr. Brastry. Yes, they know they are not under Taft- Hartley. 

Mr. Lucas. Then why do you come to us for relief ? 


—— 
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Mr. Duxr. It was my understanding, sir, that this committee would 
make recommendations to the States for control of these funds. 

Mr. Lucas. I am sure that such recommendations as this committee 
might make will be brought to the attention of the States, but we have 
no power over the States, as you understand. ‘The question arises in 
my mind, Mr. Duke, of whether the Taft-Hartley law would be appli 
cable to the restaurant business in southern California. 

Mr. Duke. No. 

Mr. Lucas. And it not being ay pli able, vou are under no obliga- 
tion, unless there is a local law, a California statute, you are under no 
obligation to bargain and negotiate with these people, or follow the 
Taft Hartley with reference to the selection of trustees and trust 
funds and so forth. That is my judgment. 

I cannot say that that is the law. The courts seem to vary on juris- 
diction of NLRB. 

Mr. Duke. Ii I might say, sir, that is absolutely correct, and that 
is just what has happened. 

Of course, we are under no compulsion by the Government to 
bargain, but the economic com] ulsion 1s even creater than the com- 
pulsion that the National Labor Relations Board would exert on an 
employer for reiusing to bargain, such as sugar in gas tanks and 
stink bombs in your restaurant and things like that. 

That has happened to these people, and they have suffered those 
consequences. 

The CHatirMAan. Have you gone to the local authorities about it? 

Mr. Jacoss. We convicted 3 of them and they come right back with 
the same scheme 2 vears after their conviction, the same plan, the 
same scheme, the same methods, the same ends. 

Mr. Duxe. And the same insurance broker. 

Mr. McCape. Counsel, are you teliing us that the National Labor 
Relations Board has refused to take jurisdiction over your group, or 
are you merely telling us that they have not asserted jurisdiction ? 

Mr. Duxr. I am merely agreeing with Mr. Lucas that we don’t 
feel we come under Taft-Hartley. 

Mr. Lucas. But you have no decision ? 

Mr. Duxr. No, we have never made an attempt to come under the 
National Labor Relations Board. 

However, I would say this: We would feel it a privilege to come 
under Taft-Hartley. 

Mr. McCane. I raise that point because the test of jurisdiction 
under the law, of course, is whether an activ ty affects commerce. 

I wondered in the light of Supreme Court. interpretations of the 
commerce clause whether possibly there might have be¢ na dee s1i0n 
that I have not yet heard of, wherein the national board had aflirma- 
tively refused to assert jurisdiction over your group. 

Mr. Duke. Your information is the same as mine. I have not heard 
of one yet, either. 

Mr. Lucas. Don’t depend upon my judgment on the interpretation 
of the law. 

Mr. Jacons. I would like to confirm, listening to your questions of 
the insurance man, where you said “In fact, sir, don’t you have a cost- 
plus insurance plan?” I believe this is the proof of your statement as 
far as the cost is concerned. 

And Mr. Roy Martin, gentlemen, we didn’t have time to bring in, 
was also in on this deal with Ear] Liever. 
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Mr. Horr. How many restaurant owners do you people represent 
here in this organization 2 

Mr. Jacons. About 35 or 40. 

Mr. Hour. Thirty-five or forty separate establishments ? 

Mr. Jacoss. That is right. 

Mr. Hotr. How many employees ? 
Mr. Jacops. Six, seven, or eight hundred. 

I 


Mr. Horr. And there is another employers’ organization that has 
a trustee ¢ 

Mr. Jacons. Yes, the employers that went for this we call the hotel 
council. 


Mr. Horr. What do you mean by this? 

Mr. Jacons. The play that they have in operation. 

Mr. Hor ie That is the hotel council ? 

Mr. Jacors. Yes. 

Mr. Hotr. How many belong to that? 

Mr. Jacors. As I understand, there are 18. Their attorney is here, 
I know. They have 18. We have court's evidence that will show 
that the reason they took the plan is because they were offered less 
wages than—we call ourselves independents. For a less scale of 
wages, they adopted the plan. 

Mr. Horr. These other people operate the same sort of establishment 
that you do? 

Mr. Jacors. Yes, and they operate, usually, hotels in conjunction 
with their restaurants. 

Ours are either restaurants or taverns, and we have some hotels, too. 

Mr. Horrscn. It is the elite group, if I may say so, sir. 

Mr. Jacorns. They at the time they adopted this plan, received a 
wage benefit from the, a less wage than we do, and even adding the 
health and welfare still would not bring them up to our own schedule. 

That is the reason why their own consultant, Mr. Neblett, said in 
Superior Court under testimony: 

“We accepted the plan because it was cheaper to us.” 

Mr. Hour. You sought State relief? 

Mr. Jacorns. We have been in and out of court for the last 2 years. 
We had an election down there last week. 

I will let the union tell you the truth of that election, if they want 
to. I willsay we won it. 

Mr. Duxer. We let the employees determine whether they wanted 
to be represented by this union or not. The vote was 85 to 8, for no 
union. 

Mr. Horr. Out of 800? 

Mr. Duxe. Out of the employees in that one establishment. 

Mr. Brastey. We brought this to the attention of the committee, 
sir, for the reason that I thought in your deliberations, in my humble 
opinion, you would be glad to have this information and consider all 
phases and factors in arriving at the decision of what is the best thing. 

The Cratrman. Gentlemen, I can onlv say this to you: I have 
been in these Taft-Hartley argument for about 8 years. IT think most 
people know all over the country about where I stand as to State 
versus Federal authority, too. 

I didn’t want to get too involved in all of these other questions. 
This involves it. I am not too much sold on too much Federal 
authority on a lot of things. 
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Allright. Thank you. 

Who is going to testify ? 

Those who are going to testify, we want them sworn in, to give their 
names and be sworn in. 

Unless you are all going to say something, there is not much p yint 
In swearing you all in. 

Mr. Weneke. I am the attorney for local 402. 

Mr. Wr oht W il] m ike a bri f pre ent ition. Mr. Mi hael y goyen 
of the Hotel and Restaurant Association will make a brief presenta 
tion on behalf of the trustee 

Mr. Vincent Whelan will make a brief present: iti ion as the attorney 
for the trust, and Mr. Don Roe will make a brief presentation as an 
insuranee consultant. 

The Cramman. Will you do some talking, too? 

Mr. WENEKE. 3 do not inte . Lo Say anythi ne. 

The Cuatro. Phose four men will be swor 

Mr. Luce. : am attorney for the hotel association. Mr. Weneke 
doesn’t Sp alk f 

I would like very much to make a statement in answer to what you 
have just heard from these other men, because I have represented thi 
hotels from the time we started the negotiations 

The Cuairman. Make your statement. I w ll swear you cua 

Mr. Luce. I am not going to make it in 3 minutes because I can’t 
possibly do it. 

The CHamman. Why do you say 3 minutes? 

Mr. Luce. Mr. Weneke says 3 minute S. 

Mr. WENEKE. You can have all the time you want. 

Mr. Luce. Give me the time and I will make a short statement of 
our position, 

The Cuatrman. How long will it take you to make the statement? 

Mr. Luce. Fifteen minutes. 

The Cuamman. You are asking for a lot of time. 

Mr. Luce. We came up here from San Diego at the general request, 
] suppose, to make that statement. I have been here all day. 

The CHairman. We do not want them all making them. I do not 
know why one of them can’t speak for the group. 

Mr. Luce. I have no relations except friendly relations with these 
gentlemen. I represent the San Diego Hotel and Restaurant Associa- 
tion. 

The CHarrmMan, Are there four of you? 

Mr. Weneke. We will concede our time to the judge, whatever 
surplus time will be left over. 

Mr. McCabe. Mr. Chairman ? 

Mr. WeENEKE. Five minutes here and five minutes here, and seven 
minutes there. 

The CuatrMan. You will have time, Judge. 

Mr. Luce. I think I ought to have the time. 

The CHatrMan. I want each man to step forward and be sworn in, 
Then I will know where we are. 

What is your name? 

Mr. WuHetan. Vincent Whelan. 

The CuatrMan, Do you solemnly swear to tell the truth and nothing 
but the truth, so help you God ¢ 

Mr. WHELAN. I do. 


Or me, 
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Mr. Ror. My name is Donald Roe. 

The CHairman. Do you solemnly promise to tell the truth, the 
whole truth, and nothing but the truth, so help you God # 

Mr. Ror. I do. 

Mr. Wenekr. I am not going to say anything. 

The CuHarrmMan. Do you sol mnily swear to tell the truth, the whole 
truth, and nothing but the truth, so help you God ¢ 

Mr. Wricnr. I do, sir. 

The Cuamman. Judge, what is your full name 

Mr. Luce. Edgar A. Luce. 

The Carman. You do solemnly swear to tell the truth, the whole 
truth, and nothing but the truth ? 

Mr. WeNeEKE. You go first. 

Mr. Li CE. ] do. 

The CuatrmMan. You have 10 minutes, Judge. 


TESTIMONY OF EDGAR A. LUCE, REPRESENTING SAN DIEGO HOTEL 
AND RESTAURANT ASSOCIATION, SAN DIEGO, CALIF. 


Mr. Luce. It depends on how long you want to hear me. Il ask 
for the privilege of speaking for the San Diego Hotel and Restaurant 
Association and to explain our position on this welfare plan and in 
answer particularly to what you have heard just now. 

| am Edgar A, Luce, former superior judge ot the county of San 
Diego, former State senator. 

I have practiced for 49 years in San Diego. TIT have been attorney 
for the San Diego Hotel and Restaurant Association for about the 
last 8 years. 

That association is composed of the hotels, the class A hotels, and 
the class A restaurants in San Diego. Not all of the class A restau- 
rants, but quite a number of them. 

We represent the El Cort z, the Grand Hotel. the Coronado Hotel, 
the San Diego Hotel, the Maryland Hotel, the Pickwick Hotel, the 
Park Manor, the Manor Hotel, and I guess a few others, and the 
Piggly-Wiggly Restaurant, and quite a number of those restaurants. 

We started in, I started in personally, doing the negotiations with 
the unions in about 1945 for a contract with the Culinary Bartenders 
Union for this group of hotels. , 

At first we negotiated singly for the Grant Hotel. Then we induced 
the unions to agree with us for a master contract with the same expira- 
tion date covering all industry, and we organized the San Diego Hotel 
Restaurant Association. ; 

We did vet a master contract, 

Our relations with the union were very good. We, of course, had 
our differences when we came to negotiations. The union wanted 
higher wages than we wanted to pay. 

One negotiation, I remember, took 8 days. We always ended up 
on good terms. We have had excellent relations with them from 
that time to this, with a slight exception of a particular quarrel when 
Mr. Cheney came into the picture. 

However, I say, and I know labor relations pretty well, I think, 
gentlemen, that our relations with the unions have been very good, 
and we have little or no complaint to make about them. 
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Now, in about 1950—I think it was in December 1950—there oc- 
curred the expiration date of our contract. At that time, we dis- 
cussed, Mr. Neblett and myself, and our clients, the hotel association, 
what to do in the coming contract. We decided that we would like 
to contribute something toa welfare fund and something to an increase 
in wages. 

We found out at that time that the welfare fund in San Francisco 
was going along nicely, the one in Los Angeles was doing well, and 
that that was the coming idea with the welfare funds. 

So we decided to take it up W ith the unions, and we did. 

At that time they vot Mr. George Cheney to represent them, who 
is a labor consultant. So we had several sessions with them. We 
offered them 25 cents a day for the welfare fund and 25 cents a day 
in the increase in wages, 

They immediately objected to that plan and wanted all of 50 cents 
for the welfare plan. We tentatively agreed to that, provided that 
the contract as written would be right. the trust would be meht, and 
the plan would be good. 

Phen Mr. ( heney and Mr. Brown and Mr. Wright went to Sat 
Francisco, as they tol | us they were going, to look over the plan In 
San Ifrancisco. 

Then we had the negotiations when they came back. 

Mr. Cheney took the position, in the presence of Mr. Wriecht and 
Mr. Brown, that this Was voing to be ad union plan and that we should 


have nothing to do with the trust: that is, the welfare plan, that we 
could sign the contract providing for the welfare plan and that in 


the welfare plan we should not be the trustors, but the union would 
be the trustors. and we would contribute so much to it. they would ad 
minister 


rit, and we vould have to depel lon the terms of the trust, and 
the welfare plah. W hich wa pretty wood. 


| ol jected to 1f very strenuo isl) on the oround that we hould be 
trustors, that we should have named two of the trustees, at least. We 
had considerable difficulty n those negotiations with Mr. ( heney, 
partic arly. 

Finally. Mr. Brown and Mr. Wright 
two trustees. but thev di e, 

Our clients, Mr. Neblett and mine wanted to know fi mM Us whether 


' 1 -s ¥ 
that we should have 


] 
| 
{ , f | 
! re re e Te nh) OF The len 


the nlan would he leon] with ut our be no amed mn the trust as 
tees. We told him that we thought the form of the trust was ch 
that we would be trustors whether they named us trustor or not: 
that the fund would be protected b its own terms and by the action 
ot the court, and that there ¢ ould he no le Oo il change 1n the polie es, 


Rather than have any further difficulty, we signed up, ind all of 
our people signed up, and we entered into that, and started the or- 
ganization of the welfare funds. 

Then they 
where the 2 union le aders, or 3 of them. were convicted of v iolating 
the Wage Stabilization Act bv trv Ing to have them sion upa contract 
before they had the pel mission of the Wage Stabilization. 

Now, we had the permi sIOn. ‘| hev are e! tirely in error, 


rot into this trouble that these or ntlemen touched upon, 


Oo 


Ours had been approved and was perfe tly legal. 

But they had this trouble. The result of it was that Mr. Cheney 
left, the union took over their own negotiations. We sat. down then 
and they put in all the amendments we had sought before, and worked 
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out what we consider a splendid contract, and a trust agreement and 
the welfare plan all in one. 

We used for our guides several contracts that were in pamphlet 
form that had been used in San Francisco, Los Angeles, and every- 
where over the country, and I think we had, when we got through, as 
good a contract, as good a plan, as you will find anywhere. 

Now, let me say something about Mr. Neblett. 

There were some aspersions here thrown at Mr. Neblett. Mr. Neb- 
lett I consider one of the finest labor consultants that I know any- 
thing about. I was at first handling everything and after about 2 or 
3 years, they employed Mr. Neblett. He and I have worked together 
splendidly and I regard him as exceedingly able. He is in Los An- 
geles. He represents all of the big hotels, all of the big restaurants, 
and has a tremendous business as a labor consultant. 

I think he does excellent work. Of course, he is the technical man 
more than Iam. We took his advice on a good deal of this. 

We organized the welfare. We had the administrator, and we went 
to work. 

Now, I have attended some of the meetings of the trustees. Lately 
I haven’t attended many. I have had reports from Mr. Yrigoyen. 
Somebody said he was just an employee. Mr. Yrigoyen has been 
the auditor at the Grant Hotel for many years. He was one of the 
partners in the operating partne sen that operates it. I would say 
now he is a comanager with Mr. Carlicti, and he has a very fine posi- 
tion. We have absolute confidence in him and he represents the em- 
ployers absolutely. I think Mr. Langhurst does the same, and the 
two union representatives. I don’t believe they have had very many 
serious disputes. 

It has gone along. There is money now in the reserve. We have 
taken care of our people. We don’t care what these other gentle- 
men do. They can have their own plan. We will have nothing to 
do with that, as far as employers. We think ours is much better for 
the employer and employee. We invite anybody that wants to join 
to come in. Sometimes they do and sometimes they do not. 

We are well satisfied. Our relations with the union, I think, have 
been excellent. We see no trouble ahead. I think our experience 
should have some weight because we at least represent the largest 
institutions in the city employing these unions. We think we have 
learned from our relations with the union that it is not hard to have 
union peace and to have good relations if you just sit down at the same 
table and get them. We believe we have them. 

As I say, I know our sentiments, and there is no complaint that 
I know of among our people of the present situation. We would 
be glad to invite anybody’s attention to the welfare plan that we have, 
to the accounts that we have, to the employees that we have. 

This thing about Mr. Levier, I don’t know too much about that. 
When we started in and when the union was talking about what they 
wanted, they did want the Occidental Insurance Co., and they wanted 
Mr. Lever to be the broker. Well, we didn’t care w ho was the broker. 
We didn’t care who the insurance company was. We had no favorites 
of our own. We were perfectly willing to do that, provided the in- 
surance company was a substantial one, and that Mr. Lever knew his 
business. We found both were true. 
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Mr. Levier rendered valuable service to us in setting up our fund, 
in training our administrator and our help, and in advising and 
taking care of claims, particularly in the forwarding period. I un- 
derstand now that he either does not get any percentage or it is cut 
way down. He gets nothing whatever now. These gentlemen are 
wrong in another particular. But we are pretty free now, and we are 
operating along ourselves. 

Nobody controls us, and there is no trouble at all. Mrs. Bilbo here 
is our secretary, and very ably regarded. 

I think, gentlemen, that expresses our view of it. I would be glad 
to answer any questions if anybody has any questions to ask. 

The Crarrman. Thank you, Judge. You stayed right within your 
limit. 

Mr. Luce. Thank you for the opportunity. 

The Cuamman. Who is next ? 

Mr. Weneke. Next is Mr. Dudley Wright. 


STATEMENT OF NUDLEY WRIGHT, SECRETARY-TREASURER, LOCAL 
402, CULINARY WORKERS, SAN DIEGO, CALIF. 


Mr. McCane. Mr. Wright, would you identify yourself ¢ 

Mr. Wrigur. | will in the first paragraph. 

My name is Dudley Wright. I am secretary-treasurer of local 402, 
which has jurisdiction of culinary employees. Local 402 is affiliated 
with local 500, the Bartenders Union, in a loc ‘al joint board. 

The local joint board negotiates with the employers. I am not 
presently a trustee of the San Diego culinary workers trust fund. 
[ was a trustee of this fund at the beginning, but resigned shortly 
thereafter. 

In January of 1952 the local joint board was represented by an 
attorney by the name of George Chaney. Mr. Chaney negotiated a 
labor contract on January 7, 1952, with the Hotel and Restaurant 
Association, which called for the creation of a health and welfare 
trust. The Hotel and Restaurant Association was represented in the 
negotiations by Mr. Thomas Neblet and Judge Edgar Luce, a leading 
attorney of San Diego. 

Pursuant to the terms of the collective bargaining contract, the 
parties established the San Diego bartenders and culinary workers in- 
surance fund on January 7, 1952. 

This trust, of course, was created for the purpose of furnishing 
accident and health as well as life insurance for persons employed 
in the culinary industry. We were informed at the time of the 
creation of this trust that the culinary industry was not under the 
jurisdiction of the Taft-Hartley Act. Accordingly, we did not have 
to comply with the terms of that act. However, the two unions and 
management felt it was wise to adopt the precautions and regulations 
set forth in that act. Therefore, there are 2 trustees from the labor 
and 2 employer trustees. The amount of the employer contribution 
to the trust is the sum of 50 cents per shift. That is to say, 00 cents 
for 8 hours worked. 

This means the actual contribution is re ately 614 cents per 
hour worked for each employee. ‘To the best of my nowtielins. this 
is among the lowest, if not the lowest, contribution for health and 
welfare purposes in San Diego. Most health and welfare plans in 
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San Diego call for a contribution of about 714 to 10 cents per hour 
worked. The standards for eligibility for insurance are declared by 
the trust agreement. There is available a copy of this trust agree- 
ment, the schedule of benefits, and our negotiated labor contract. if 
the committee desires to receive them. 

By and large, opposition to the trust has been centered in the 
skid row houses and cheap saloons. The respectable and reputable 
places of business have vigorously supported the plan. All of the 
major hotels in the downtown area, for example, participate whole- 
heartedly in the plan. Since the termination of the functions of the 
WSB in January 1953, the particular differences mentioned have been 
eliminated. The fund has functioned smoothly. During the first 
2 years of the existence of the fund, the trustees retained an insurance 
broker to process the payment of claims. With the experience cained 
by the office pel onnel during that period of time, it. has been possible 
nee May of 1954 for the employees of the trustees to administer 
the payments of claims with a consequent savings to the fund. In 
our opinion, the trust is the victim of the old story: The truth never 

itches up witha falsehood 

In 1952 a saloon owner who belones to Allied Industries, an em- 
plover Opposition Gro p. tile cl Lit alle One in sub tance the illegality 
of the trust. The | 


lower court ruled this trust and the collective 
barge uning contract was ille@al, During the time that the decision 
l-row operators continually voiced their 
legal. The appellate court of this State 


was being appealed, the ski 
opinion that the trust was 11 
then ruled that the trust and 

The supreme court of this State concurred in the opinion by denying 


ahearing. However, because of the vicious propaganda, a great many 


the collections were both legal. 


emplovers still beheve 


trust if they signed a labor contract. We can only emphasize again 
that because of the constant misinformation circulated by a very small 


hey would be conti by ting money to an illegal 


but no V2 up of cheap s cid-row operators w » have encountered diffi- 
culties obtaining contracts. Because of this misinformation we 
decided it would be best if we could voluntarily appear before this 
committee and tell our story. Perhaps in this fashion, some of the 


form ition could by COTTER’ ted. J he B ireau of Internal Revenue 


ralitv of the funds. 


hy Liso recognized the leg 

Mr. Weneker. Our next speaker will be Mr. Vincent Whelan. 

Mir. Met \BE. Mr. \\ ont, I wo ld like toaska couple of questions, 
which will only take about 30 seconds and will not come out of your 
Cite | issue. 

One of the chief points, 10 seems to me, pre ented by the witnesses 
who preceded you, was that these contribut ons were negotiated or that 
the a ought to negotiate contributions to this fund through 
violen s that true 


e@: 

Mr. Wrigur. No, sir: itis absoh tely a falsehood. Ninety eight per- 
cent of the statements that that person made here at this table were 
absolutely false. 

Mr. McCape. I didn’t ask you to cover the entire testimony. 

Mr. Wricut. I wanted to tell you that. 

Mr. McCaprr. I did want to know whether at any time in these 
negotiations, stench bombs, as he mentioned, or other acts of violence 
were committed. 
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Mr. Wricur. There were some claims in the Bernie case, but as you 
heard, in the criminal case we were convicted of conspiring to commit 
— ious mischief, which I assure you we didn't do. I still say that. 
os e had up ypealed it, which is a different story, we would have beate1 

ge ‘ause it was beaten in the civil case, and the ‘re Is no reason wl Vil 
couldn’ have been reversed in the criminal case. It was exactly thi 
same. 

Mr. McCasne. I ask that question because I think the record should 
be cleared up. The charge is made that these acts of violence wer 
committed. I think that the committee would like to know basi ully 
vhether any such violence was committed and parti ularly see just 
how that can be related to efforts to negotiate welfare funds. 

Mr. Wricur. There were two instances in the Bernie case. One wa 
the fact that they claimed there was sugar put in the gas tank. The 
second one was that some person pushed a bartender that was employed 
in Bernie’s Cafe, around on the street. I defy anyone at that time to 
walk down the street of San Diego for any number of blocks and not 
ret bumped by somebody. | have been bumped myself and [ an ure 
everybody else has. There was no proof, absolutely, in my opinio 

Of course the jury disagreed with me, but I still have my own, Whi iF 
Lam entitled to, and I will have it when I die. 

Mr. Horr. For my information, I would like to know what the 
conviction was 

Mr. McCarr. I wanted to de velop that. 

Mr. Hotr. Do we have the record ? 

Mr. McCaser. No. But I would like to ask this witness, as L respol 


ible oth erof that union. just what w is this convictio 


f 
{ 
] 
I 


W hat was the charge upon which the « onviction was returned 7 
Mr. Wricur. The charge was four counts. I don’t remember all 
four of them. One of them was for stealing or something or other. 


One of them was for extortion, COnspl acy to commit an extortion. 
A conspiracy to commit malicious mischief was count No. lL. 1 re 
member that oa nly. 

Mr. 0 ld T explain that case ¢ 


Li 

The Cuamman. You have had your say. 

Mr. Li "] happen to know more about it tha invbody else. It 

hinatel | te ye, I the oht vou wanted te know somet] o 

Mr. Lucas. We have a sworn man on the stand. 

Mr. McCarre. I would like to have the witness continue 

Mir. Wri Ht. Li fore I vet to these te hical tei Ox Ou [ 
am of an (tor) 7 W have three attorney here, who would | 
Se. hit to vou. fvou w itt yk ( - 

Mr. McC I do not want to e up your ov time o1 cg 
mittee’s time “in technicalities. I want to have t clear 


record so the committee ea understand what the nature was of the 
mvietion You say there was a con piracy to commit extortion, and 
onspiracy to commit malicious mischief. You said there were four. 
What were the other two / 

Mr. Wricur. The extortion was a wage stabilization deal. We 
didn’t have about four words in our contract we should have had. 
That was the way it was explained by the judge. He said. “If you 
had four words in the contra t, that you would return the money if it 
wasn’t approved by the Wage Stabilization Board, you Would t el the 


53814 4 pt. 1 18 
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Mr. McCarr. That is a difference between a conviction and an 
acquittal. I would like to know, if you can tell us, what the other 
two counts were for the record so our picture will be complete. 

Mr. Wricur. The two that were dismissed. 

Mr. McCapr. I thought you said there were four. 

Mr. Wricir. I said originally there were four. Two'of them were 
so flimsy at the start— 

Mr. McCape. What were those two ? 

Mr. Wricir. I don’t know. 

Mr. McCarnre. Were convictions returned on the two counts of con- 
spiracy to commit extortion and conspiracy to commit malicious 
mischief ¢ 

Mr. Wricur. That is correct. 

Mr. McCane. That is all I want to bring out. 

Mr. Wricur. Do you want to know what happened to them? We 
were not sentenced. We were put on probation from 1 to 3 years, and 
the 1 to 7 was laid aside by the judge, or condensed with the 1 to 3. 
I don’t know the terms. 

Mr. McCane. I thought I understood you earlier to say that the 
convictions were upheld but not appealed. 

Mr. Wricur. They were not appealed. We were not sentenced. 
I understand there is a difference in it. We were put on probation 
from | to 3 years. 

Mr. McCape. What was the sentence? 

Mr. Wricur. The sentence originally was 1 to 3 on conspiracy to 
commit malicious mischief, and 1 to 7 on conspiracy to commit extor- 
tion. So he said, “I will give you the 1 to 7 free. I will put it in 
with the 1 to 3.” So he couldn’t have thought much was wrong. 

Mr. McCase. The only thing I wanted to know, Mr. Wr ight, i is on 
these two counts, was there a fine imposed as well as a jail term? 

Mr. Wricur. There was no jail term imposed. 

Mr. McCase. I thought you said it was suspended. 

Mr. Wricutr. There was a period of probation. There was no sen- 
tence. So there was- no sentence suspended because it was on 
probation. 

Mr. McCase. I understand you to say there was a 1 to 3 years 
on probation and a 1- to 7-year probation. In addition to that, was 
there a fine imposed ? 

Mr. Wricur. Yes. 

Mr. McCase. Was that paid by the people involved? 

Mr. Wricnurt. Yes. 

Mr. McCane. Was it appealed ? 

Mr. Wricut. No. 

Mr. McCane. I wanted to get that clear in the record. 

The Cuatrman. All right. Let us goon. Are you finished? 

Mr. Wricut. No. 

The Cramman. Proceed. 

Mr. Wricut. I wanted to call the committee’s attention to the fact 
that the prosecuting attorney got a very good job out of it. He is 
now representing the Allied Industries. I wanted you to know that. 

Mr. Weneke. Mr. Vincent Whelan, please. 
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TESTIMONY OF VINCENT WHELAN, ATTORNEY, SAN DIEGO, CALIF. 


Mr. Wuetan. Mr. Chairman and gentlemen of the committee, my 
name is Vincent Whelan. Iam an attorney practicing law in the city 
of San Diego. and I have, since about the middle of 1952, acted : 
attorney for the trustees of the San Diego bartenders and ile 
workers insurance fund. 

I desire to challenge certain of the statements made by the propo 
nents, Mr. Jackson, of the Allied Industries. 

In the first place, as has been mentioned, the fund at the present 
time does not pay any commissions or make any payments of any kind 
to Mr. Earl Liever, or Earl Liever, Inc., or to any other broker. 
During the first 2 years of the operation of the fund, Earl Liever, Inc., 
acted as administrator of the fund and was paid a commission for 
doing so. But during that period, our own oflice staff became familiar 
with the work and were able to take over that in May of this year. 
Since that time the administration of the fund has been solely in San 
Diego, on the part of the trustees and their employees. 

With regard to Mr. Liever’s status as a broker, a member of the 
board of trustees in 1952 had me write to the Insurance Commission of 
the State of California to inquire whether Earl Liever, Ine.. was 
licensed broker in the State of California, and the insurance com 
missioner wrote in answer that Earl Liever, Inc., was licensed as an 
insurance broker in the State of California. 

A statement has been made that I am attorney for the unions who 
are the local 500 and 402. That statement is incorrect. At the time 
that the civil trial was brought by one Bernie Schweitzer against the 
union, I represented the unions in defense of that action, in which the 
action of the union was sustained by the appellate court of the fourth 
district of this State, and by the supreme court of the State. That 
was the last business I have had for the unions, and the only thing that 
I had to do with since acting as attorney for the trustees. 

A statement was made that Mr. Walter Weneke, who is attorney for 
one or both of the unions, is attorney for the trust fund. That state 
ment is false. Mr. Weneke has never represented the trustees. He 
has never been paid any fee by the trustees or the trust fund. 

The statement has been made that the fund, the benefits of the fund, 
were not payable to an employee unless he is a member of the union. 
The trust agreement originally did contain such a provision, but that 
provision was eliminated just about 2 years ago in view of the fact 
that it was possible that some of the employers were subject to the 
Taft-Hartley Act and that under the Taft-Hartley Act as interpreted, 
union membe rship could not be a condition of insurability under the 
fund; and it is not a condition of insurability under this plan for the 
last 2 years. 

The statement was made that the trust agreement provides that the 
insurance carrier, and the nature of the benefits, shall be prescribed by 
the union. That provision was eliminated about 2 vears ago, and 
since that time the trustees under the trust agreement have the power 
and right to choose the insurance carrier and to state what benefits 
shall be paid for. 

Mention has been made of the fact that in a 26-day work month 
an employer would pay $13 into the fund. That istrue. But in order 
to be eligible for insurance benefits an employee need work only 12 
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days. Soif he works only 12 days, the contribution for that employee 
is only $6. The excess paid on an employee who might work the full 
month, therefore, goes to help pay for the insurance of those who might 
work no more than 12 days. 

With regard to the claim that the fund is illewal, I might Say that its 
legality has been recognized by the Bureau of Internal Revenue in 
recognizing it asa tax-free entity. 

I don’t know anything about the criminal trial except by hearsay ; 
I did not participate in it, the trial at which Mr. Wright was a defend- 
ant. But this matter of putting sugar in the gas tank was an issue 
in the civil action in which the trial judge found he could not say who 
put the sugar inthe Gas tank. 

As I say, the action of the union in seeking to obtain Mr. Bernie 
Schweitzer’s execution and a¢ ceptance of the union contract was up- 
held by the district court of appeals and the supreme court in an appeal 
taken from the decision in the civil case. 

I might explain, too, what was the nature of the alleged conspiracy 
to commit extortion. The gist of that was this: That in seeking to get 
Mr. Schweitzer’s acceptance and signature to the collective-bargaining 
contract which provided for the health and weltare payments, the 
union had not obtained at that time, which was in March or April of 
1952, the pel mission of the W age Stabilization Board or the approval 
of the Wage Stabilization Board. That was the gist of the attempt 
to commit extortion, that is, to obtain payments into this welfare fund 


by seeking to picket his place of business at a time when the Wage 
Stabilization Board had not vet approved the plan. ‘| hat approval 
was not obtained until M L\ 14, 1952, and these incidents had occured 
in March or April of 1952. 

That completes my statement, ir. Thank Vou. 


Mr. Wenexe. If the committee please, I realize our time is up, but 
Mr. Don Roe 

The Cuarrman. You have more time. 

Mr. Wenexe. Mr. Don Roe, representing Mr. Liever, would like 


to refute several accusations. 


TESTIMONY OF DONALD ROE, REPRESENTING M. LIEVER, 
SAN FRANCISCO, CALIF. 


Mr. Ror. ITamswm f Mr. Liever were here 

Mr. Hour. Please identify yourself. 

Mr. Ror. Donald Roe. I am not in the insurance business at the 
moment. 

Mr. Mot ABE. Sfafe vou ddress for the record ? 

Ir. Ror. San Francisco. 

Mr. McCarr. Your full mailing address? 

Mr. Ror. My office address is San Francisco, my home address is 
Redwood City, Calif. 

Mr. McCanr. What is your office address ? 

Mr. Ror. 265 Tehama Street. 

Mr. Granam. What is your business? 

Mr. Ror. I am now in an unrelated business. I am in the pump 
business. At the time this case came up, I was the official representa- 
tive of Mr. Liever, and was, as a matter of fact, the one who did all, 








WELFARE AND PENSION FUNDS IN LOS ANGELES AREA 271 
you might say, of the away-from-the-home-office underwriting of this 
case for Mr. Liever. 

As I started to say, I am sure that if Mr. Liever had realized that 
certain things were going to be stated here today, he would have re- 
mained, in spite of the fact that he did have an important appointment 
at home tonight. He left on the 5:30 plane. 

However, before I go into that, I would like to explain my own 
background in insurance. I was in group from 1933 until March of 
1954, with the exception of the war years. During much of that time, 
I was, you might call it, a junior executive. I was the sales manager 
for the Occidental, covering a territory of much of the Middle West, 
much of the East, and all of eastern Canada. 

In all of that time, I have had a great deal of experience, not only 
in the actual personal sales of group insurance, but in the hiring, 
training, and supervising of the sales force, maybe half of the Occi- 
dental sales force. And I, too, became just as familiar with some of 
the things that you gentlemen have learned today and yesterday in 
the proc ‘edures that brokers and agents and home office peop le al d 
home-office representatives out in the field have to go through in order 
to secure group. It is hi ke selling |] yrooms or automobile 5S: W ho you 
know. You get your contacts from all over. 

In the last 10 years, W ith the terrific increase in negotiated welfare 
plans, particularly those with multiunion and multiemployer opera- 
tions, the group business became quite complex. The race to become 
the broker of record or the agent, as it is correctly called, the agent, is 
quite a fast one. 

Mr. Jones this morning, you heard, outlined the things that you 
have to do. In some cases you might try it from the union side. In 
others, you might try it from the employer’ sside. But you try it from 
the best side that you think you can get it from. 

As a home-office man, many of the letters that you heard here are 
explained by the fact that it is up to the home-office man to assist 
his field men in knowing whom to see, where to go, and as Mr. Ron 
Martin pointed out, whose information you can believe and whose you 
ran’t. 

At any rate, when I left the actual company employment and oper- 
ated as a broker from the other side of the fence, [ made up my mind 
that I wanted no part of this so-called rat race in the development 
of group business. At the same time, I met and knew hundreds of 
all types of agents and brokers who represent all companies. 

I then met Mr. Liever. My ex-immediate superior happens to be 
here in the room, and I know he will bear me out in this, that with all 
the experience I had I certainly wasn’t going to put 20 years behind 
me by joining up with what might be a broker on the wrong side of 
the fenc e. 

In all of my dealings with Mr, Liever I have found him to be 
eminently honest. I wouldn’t go beyond that point to say that as far 
as he is concerned. IT want to cover, however, some of the point s that 
were covered today, the fact that he met with Mr. Neblett and Mr. 
Brown in a hotel room. You go to meet group prospects wherever 
they are, whether it be a hotel room or a bar, whether it is 10 o’clock 
at night or 2 o’clock in the morning. 

Mr. Liever, being a good group man, would meet his suspects or 
prospects whenever and wherever they wanted, and I would, too, and 
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every group man worthy of the name would do the same thing. So 
I wouldn’t see anything wrong in having met someone in a hotel 
room. He is probabl) meeting somebody tonight. 

In connection wil th the Nevada licensing, | hap ypen to be quite 
familiar with that. If this group who are concerned with Mr. Liever’s 
background would care to go a little further, they would find in the 
insurance files of the State of Nevada a letter written by the attorney 
general of the State of Nevada directing the insurance department 
to reinstate Mr. Liever’s insurance forthwith, going further on to say 
that the original accusations against him were found to be false in 
connection with the failing to pass a broker’s license. 

I was licensed in 6 or 7 States before I took the California life 
agent’s license. I flunked it. I live next door to a young man who 
has recently taken his fifth bar examination. So the flunking of an 
examination is, I think, not so much a mark against a man who 
flunked it, but maybe a mark against the various people giving the 
examination. 

[ think we should be proud that in California they have a bunch 
of questions that make it tough for a man to be licensed. 

Incidentally, a broker’s license has ae to do with group insur- 
ance. Mr. Liever has Be ays been licensed as a life and disability 
agent. A broker's license in California has to deal with automobile 
and casualty and compensation lines. I don’t blame him for flunking 
it. I would flunk it. too, my first time. 

Getting back to this ae case, I entered the case in January 
1952. At that particular point, as I said before, the group insurance 
business had degenerated some Lie at into a cat and dog fight, not only 
among brokers but amone insurance oo. I don’t want to 
make that appear as bad “se it sounds, but there are companies who 
periodically and recently have just entered the group field. When 
they do so, they are entering a field that is pretty much covered by the 
companies that are already in that field. In order to get business on 
the books, they are not afraid to cut rates, in order to put business 
on the books: and the -y admittedly cut rates, knowing that they will 
lose money on that business. But they have to get something in the 
home office. 

Without appearing to be discriminatory at all, I can name some that 
have done it. Pacific Mutual have done it, and New York Life have 
done it, and next month another major agency is entering the field, 
and again we will see a cut rate. 

With the combination of cut rates by companies, and with the fierce 
competition among agents and brokers and group men for business, 
far too many negotiated welfare plans are written at rates too low, 
so that a year later the poor employers and the poor unions have to 
go all through this mess of rejuvenating the plan, either reduci ing the 
benefits or going back to the employer for more money. 

I can cite you dozens of cases all over the country where trustees 
have had that problem. I made up my mind that I was never going 
to be a part of any rat race to produce a plan purely on the basis 
of cut rates. So when I entered the scene here in January of 1952 
and carried on to the completion of this plan and the setting up of all 
of the details, I impressed upon this group several things: No. 1, that 
the soundness of the plan was the most important consideration; 
that next to that the type of administration. 
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Here, again, you have an industry where there is a high turnover, 
not only among employers but among employees, and to administer 
a plan of that type calls for specialized training and experience 

To throw, t] len, a group of gentlemen who are either in the res 
taurant business or the sheetmetal business or any other busines 
other than insurance, in to administer a plan of that kind is asking 
for trouble. 

My second point was put much of your time on setting the ad 
ministration up and under proper procedure S. 

As was pointed out here this morning, Mr. Liever has written a 
lot. of culinary eases. Well, so have I, with him. This goes bacl 
to a question that was asked this morning about are there certain 
industries which might take a different set of rates than others 
There are, I believe under today’s conditions. the culinary craits 
have more or less proven to the various insurance companies that 
they are not what you would call a normal risk. Up until a few 
years ago, however, there were schedules of rates used by all group 
companies. It wasn’t until later on that some of those companies, 
many ot them, affording a discount from those rates, based upon the 
volume, in other words the larger a case the less was the ae mium. 

Well, that is understandable. A carload of oranges costs a lot less 
than one orange. 

When I came down here, we had already enough e xperience on the 
culinary craft to know hap we would be foolish to put in a volume 
discount rate. And, as a matter of fact, I impressed upon the group 
that they would be very wise to not only accept a volume discount 
but to put 15 percent loading on top of that. From a home off 
standpoint, again, as well as the trustees’, the group-insurance plan 

\ 


( el 
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is conceived to be | unlike | an automobile policy where it might cat 
next vear. 

The objective of group is to grow, » be a better plan. Kve ‘TY 
good thinking group man or home office emp lovee or group truste 
should have that in mind, that he can deve lop a good plan as time 
goes by if he sets it up soundly in the first place. I impressed upon 
this group those three things: To pick a sound rate, to set up their 
administration, and in the last analysis, the selection of a plan of 
insurance. 

I will try to cut this short. 

Anyway, we set it up on what we thought was a sound basis. To 
sum it up, since then, although I have not been personally familiar 
with the group, I now think the plan is one of the most satisfactory 
if not the most satisfactory culinary plan in the United States. I was 
very proud personally to hear the Judge say what a nice plan he 
thought it was. Maybe I better stop right there. 

If there are any questions, I would be glad to answer all of them. 

Mr. McCane. I would like to ask a couple that will take about 30 
seconds. I would like to know if you agree whether or not these 
employers have a dispute with this union over the welfare fund? 

Mr. Ror. There is no dispute, so far as I know. 

Mr. McCase. Have you listened to the testimony of the prior wit- 
nesses ¢ 

Mr. Ror. Yes. 

Mr. McCape. Would you say there is a disagreement between the 
two parties over contributions to this trust fund ? 
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Mr. Ror. The trust fund that is in existence is the one I worked on. 
IT had nothing to do with the other employers who were asked to join 
the plan later. 

Mr. Mi 7 ‘bE. T understand that, sir. I wanted to know if you would 
concede the point that there is a disagreement between the two parties 
to this prob lem at the present moment 4 

Mr. Ror. It sounds like there is, but that is the established thing. 
There is ry disagreement. 

Mr. McC Would you agree that there is? You say it sounds 
like there — T would like to know if you are in a position to tell the 
committee whether of your own knowledge you know that acts of 
violence may have been used or may not have been used ? 

Mr. Ror. I never saw any or never heard of any until later. 

Mr. McCarr. That is, to force contributions? 

Mr. Ror. No, sir, I did not. 

Mr. Mc( ,ABE. If such were the case, would you consider that to be a 
proper Way to negotiate contributions ? 

Mr. Ror. You are talking now to an insurance man. 

Mr. McCane. Yes, sir. 

Mr. Ror. = such, not only myself but I advised all of my men and 


the v: rious insurance con npanies and advised their men to get out of 
negotiation discussions at all times. I have never involved myself in 


it personally, and I don’t think mv men ever did. I don’t know very 
few exceptions that ever did. I knew personally of none, of any dis- 
putes that existed either before or after ] got into this pl in. 

Mr. McCane. I understand that you answered the prior question 
that way. But I wanted your opinion as a man of some e xperience in 
this business on whether that would be a proper way to negotiate con- 
tributions to a plan, whether that atmosphere is 1 conducive one? 

Mr. Ror. If that were true, my own personal opinion would be that 
it certainly is not the correct way to go about it. Anyone would 
answer the si ame question the same w: ay. 

The Cramman. There is one thing I wanted to clarify a little here. 
I can understand your language a great deal, because I have sold 
securities ever since I graduated from college, and I have walked the 
streets just as you probab ly have, also. 

The thing that concerns me in this whole business very much, aside 
from the violence, and I do not condone that one iota, is whether cer- 
tain costs of giving coverage and making good on claims for the bene- 
ficiaries, the workingman, are reasonable or not. That is what I am 
trving to find out. I don’t know that answer vet. 

Mr. Ror. I can answer tht from a very, very personal and experi- 


enced basis. The cor por ition that was me tioned here this morning, 
the Security Insurance Service, was my corporation. Tw as president 
of it. As TI indicated before, the advent of multiemployer, multiunion 


group insurance presented to the insurance fraternity an administra- 
tion problem not only new but most complex. Some insurance com- 
panies had attempted to administer that type of plan in their home 
offices. To my knowledge, there is none that is still doing it success- 
fully. Most of them have given it up. 

Asa result of that, I determined, I thought, that it would be a very 
fine idea to set up a separate corporation whose sole function it would 
he to administer and service cases of this tvpe. I believe we were 
the largest, if not the first, in California so to do. 
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Mention was made this morning of that particular case. We started 
out, mind you, with no previous experience as to costs. We hadn't 
any idea. But we made an agreement with the trustees that we would 
keep it to the minimum, that we never intended to ride around iy 
Cadillacs, or to cut a healthy dividend at the end of the year; that we 


wert going to serve both them and the insurance company equall ve 
Wi tarted out with 4 percent ot the premium cost, That wa 
large case, consisting of, I think about 14.000 individuals. We had 
a turnover of some 2.250 a month. ‘The 4 percent did not stand up 
Ultimately our fee was raised to 6144. That was where we d | 
t e work. We actually operate | | t Ini ature surance comipa Vv. 
I mamtamiung statistics and the claims investigation that wa talked 
about this morning, the settling of claims, payment of the monthly 


] 


premium to the insurance company, keeping track of the eligibles and 
rat not. We did the entire job for the insurance company. 
lL have been told many times by that particular Company that 
were a successful administrator. 

‘The CuarrmMan,. Thank you. 

Mr. Graham ¢ 

Mr. Granam. Do you feel that a life-insurance pol cy for a de laa 
a month paid for out of the fund for the benefit of honcontriputol 
to that fund is a good thing / 

Mr. Ror. Let me follow on that agvalin, now, 

Mr. Granam. We heard, when we were talking about the Sar 


Bernardino local, that anv union member in good standing, regard 


w! 


less of whether he was working, h id contributions made in his | ehalf 
or not. was entitled to a 81.000 life-insurance poll y, pavable out of 
the fund. Do you feel that is satisfactory / 

Mr. Ror. Personally ¢ 

Mr. Granuam. Yes. 

Mr. Ror. ] would hot have recomme! de th if. Asa matter of fac tC. 
I didn’t recommend that particular plan. My personal reaction to 
that is that I didn’t like it. I didn’t think it was good underwriting. 

Mr. Granam. That is what I was wondering. 

Mr. Ror. No: I didn’t think it was. 

Mr. Grauam. Mr. Roe, are you in any way related to the late Hugo 
Ernst ? 

Mr. Ror. Tam glad you brought that up. IT met Mr. Ernst while 
I was still an employee of the Occidental. He was one of my hot 
group prospects. It was long before | met Mr. Liever. 

Mr. Grauam. Are you related to him ? 

Mr. Ror. No; nor is he related to Mr. Liever. In identally, Mr. 
Ernst is dead. 

Mr. Granam. I said the late Mr. Ernst. 

That is all. 

The CuarrmMan. Mr. Lueas? 

Mr. Lucas. It is kind of left up in the air. Were you at one time 
related to him? 

Mr. Ror. Not by the wildest stretch of imagination. He was a very 
fine man. I counted him as a friend of mine. 

Mr. Lucas. A man came on the stand and said you were the brother- 
in-law of Mr. Ernst. 

Mr. Ror. I think he made the comment that Mr. Liever was, not me. 
He didn’t mention my name at all. 
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Mr. Lucas. I am confused, and I hope you will understand. 

Mr. Ror. No; no relation to Mr. Ernst. There are any number 
of brokers in this country who operate on a national basis, on union 
business: Mr. Seigel, and I can go on. 

To operate on that basis without knowing the president and general 
secretary is impossible. The fact that he knows him, knowing Mr. 
Ernst, is a compliment to Mr. Liever. 

Mr. Hour. You have to have a contact ? 

Mr. Ror. That is right. 

Mr. Hour. I have some questions on this, but it is something I can 
write out for the counsel. 

Mr. Miuxer. [ have no questions. 

The CHarrmMan. Well, I am afraid I cut one of your group short, 
but one of them took so much time that I don’t think we have the time 
to hear any more. We will have to adjourn. 

We will adjourn now and reconvene tomorrow morning at 10 a. m. 

(Whereupon, at 6:55 p. m., Friday, September 24, 1954, the hearing 
was recessed to reconvene at 10 a. m., Saturday, September 25, 1954.) 








INVESTIGATION OF WELFARE AND PENSION FUNDS 
(LOS ANGELES AREA) 


SATURDAY, SEPTEMBER 25, 1954 


Housr or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON INVESTIGATION OF 
WELFARE AND Pension Funps, 
COMMITTEE ON EDUCATION AND LABOR, 
Los Anae Le a alif. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 229 
Federal Building, Hon. Samuel K. McConnell, Jr., chairman of the 
committee, presiding. 

Present: Representatives McConnell, Holt, Lucas, and Miller. 

Present also: John O. Graham, staff director: Edward A. MeCabe, 
general counsel; L. M. Weltmer, special counsel; Russell C. Derrick- 
son, chief investigator; and Carmine 8S. Bellino, staff consultant. 

The Cuatrman. The hearing will please come to order. 

Who is the first witness ? 

Mr. McCane. The first witness is Mr. Tom Hanley. 

The CHatrmMan. Raise your right hand. Do you solemnly swear 
to tell the truth, the whole silat and nothing but the truth, so he Ip 
you God ? 


Mr. Hantey. I do. 


TESTIMONY OF THOMAS B. HANLEY, LAS VEGAS, NEV., ACCOM- 
PANIED BY CARL W. BERUEFFY, WASHINGTON, D. C. 


Mr. McCapsr. Would you state your full name, please, sir? 

Mr. Hanitry. Thomas 1b. Hanley. 

Mr. McCase. Would you give us your full adress? 

Mr. Hantey. 1621 Ogden Street, Las Vegas, Nev. 

Mr. McCapne. And your occupation, sir ¢ 

Mr. Hantey. 1 ama sheet metal worker. 

Mr. McCapne. I see you are accompanied by a gentleman on your 
right. Would you identify him and tell us his connection with this 
inquiry ¢ 

Mr. Hantey. Mr. Carl W. Berueffy, attorney-at-law, from Wash- 
ington, D. C., who has a n retained by myself to represent me at this 
hearing. 

Mr. McC ane. I see. And you are here, Mr. Hanley, in response to 
a subpena ¢ 

Mr. Hanuey. That is right, sir. 

Mr. McCape. And would you tell us whether you have produced 
with you the records which that subpena directed you to bring ? 


O77 


mid 
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Mr. Hani EY. Yes, sir. I was wi able to es all of the records 
required by that subpena inasmuch as they are property of the we lfare 
fund and I do not have access to the fund and I was unabl to produces 
uch records as requested unde that subpena. | have iO right to 
1 ike t] m out of the welfare office. 


Mr. McCane. I see. But you do have some records that you were 


} 
} 


ible to bi ne in response to that subpena / 
Mr. Hanrry. I have some that I borrowed from Mr. Wilbur 
KF 1] pp ni. coe] url ih? ifthe welfare fund. ‘| } ey are not my records. 
Mr. McCane. Mr. Hanley. could you tell us briefly what records 
vou have with vou in ! ponse to the subpena whiecl directed you to 
nivel +] ; : 
} ( i e Tne?! 


Mr. Berverry. May I talk to Mr. Hanley / 

Mr. McCarr. Yes, indeed. 

(Witness conferred. ) 

Mr HANLEY. May i: ale a statement wil h re ference to these 
records ¢ 

Mr. McCapr. Yes, sir. 

Mr. Haniey. From the subpena, it says for me to produce any 
books. re ords, i] | docume nts in mv possess} yn) with reference to local 
26 and local S8 of Las Vegas, Ne . [have none of tho e records. They 
are property of the welfare fund. 

Mr. McCase. Does that complete your statement, sir? 

Mr. Hantey. No. And I have no other records in connection with 
the welfare fund other than 1 or 2 letters and a schedule of the orig- 
in} bids that was retained by me or in my briefcase. 

Mr. McCarr. We wanted, particu larly. those records that you have 
that relate to the fund: correspondence, files, anvthing of that nature 
In your possession that has reference to those welfare funds. We ap- 
preciate that vou may not have aecess to some of the other matters you 
referred to here. 

Mr. H ANLEY. I have with mea letter, a copy of a letter, dated No- 
vember 28, 1950, that was sent to all insurance brokers and agents 
with reference to bidding the original welfare plan. That is my prop- 
erty that I brought with me, that I had in my possession. T also have 
here a schedule or the propose «1d schedule or the proposed bids that were 
made by various insurance companies that was in my possession. 

Mr. McCanr. Would you tell us the date on that, sir? 

Mr. Hanury. It is dated December 1, 1950. And then I have a 
newspaper clipping with reference to the meeting of local 108 at the 
time the welfare fund was voted on by the membership. and the clip- 
ping is dated—it doesn’t have the date. It is from the Los Angeles 
Citizen, which is a labor newspaper, and it is serving notice on the 
members of local 108 with reference to a meeting to be held in con- 
nection with the welfare fund. 

That is all the records I have. sir. 

Mr. McCapr. These are all the records you have which refer to the 
matters described in er na? 

Mr. Hantery. Yes, s 

Mr. Berverry. If you will let me be helpful, T would like to point 
out that we do have some other correspondence that isn’t his, but that 
he has borrowed. That is available to the committee. 
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For instance, we have the minutes of the board of trustees and some 
other correspondence. In short. we have fo. you veryvthing we Col lel 
get ahold of. 

Mr. McCane. I SGé. Well. I Wal ted to have the record show a de 
scription of the material, of whatever nature, which Mr. Hanley has 
with him which relates or refers to these welfare funds. I did not 
want to go into a detailed discussion of it now but merely wanted to 
dentify the material for the record and to be certain that this is all 
the material in Mr. Hanley’s posse sion which refers or relates to the 
matters covered in the subpena. 

Mr. Berverry. I would like the record to show that he has not only 
brought everything in his possession but everything he could borrow 
from anyone else. I mean, we are trying to comply with your subpe1 
as best we can. 


Mr. McCarr. Mr. Hanley, have we covered in this discussion the 


Oo 
t 
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question of whether you have with you any letters, written to you o1 
yy you, or letters between othe rs, cop nes of which were referred to you, 
relating to this welfare fund ¢ 

Mr. HANLEY. Well, there are some letters here that were written 
by me regarding this welfare fund, copies. Honestly, Mr. Chairman 
and Counsel, I can’t tell you what every letter in these folders pertains 
to unless I stop and read them 

Mr. McCane. That is what I wanted. I did not want to vet into 
detailed description of them, but wanted to identify the m and sug 
gest to the chairman that they be accepted for reference by the 
committee. 

The CHatrmMan. It is so ordered, without objection. 

Mr. Haniey. Mr. Chairman, am I to assume that I am to dispose of 
another man’s records or turn them over to the committee, which ] 
have borrowed from him for the purpose of trying to comply with 
this order or to give information here ? 

The Cuatrman. Well, I would say so. You can get us substitute 
copies, if you want to, or something, to put mto the record. They are 
of no value to us in your possession. 

Mr. Berverry. W hy don’t we meet that problem when we come to 
ar 

The CHamman. You can give us copies of them. 

Mr. iomoeres. We will work it out. : 

The CHairman. We do not want to take away from Mr. Hanley 
that which belongs to somebody else, but we want to know what is in 
the material that he has here with him. 

Mr. McCanr. Mr. Hanley, would you explain to the committee the 
n ethods which were used and the proced ire followed in the selection 
of Mr. McCormich to be the administrator of the welfare fund here in 
Los Angeles? 

Mr. Hanury. Yes, sir, I will. 

When the sheet-metal workers welfare fund of local 108 was 
originally negotiated, it was negotiated with the Sheet-Metal Con 
tractors Association of Southern California, which, at that time. was 
headed by Mr. Leo Epstein, who was ~ chairman of the association. 


al 


It was also negotiated, or stipulated to, by the Heating Industry En 
ployers Council who was represented by Mr. Henry B. Ely, ace 
earlier testified at this hearing. At that time, Mr. Ely represented the 


= alee Tndustry Employers Council and not the Sheet Metal Con 
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tractors Association of Southern California. In negotiating the wel- 
fare plan, or in establishing the original plan, we had to hold prelim- 
inary negotiations with the , sheet-metal contractors and with the He: “74 
ing Industry Employers Council. Each group was represented by : 
committee. 

Local 108 was represented by a committee, and I was assisting or 
counseling local 108 as international representative. The sheet-meta]l 
contractors were represented by Mr. Leo Epstein, who is also an at- 
torney, and the Heating Industry Council was represented by Mr. 
Ely. 

In the prelimioary negotiations, Mr. Ely, representing the Heating 
Industry Employers Council, stated that— 

I do not see where we have many differences with reference to the welfare or 
whatever you are asking, but I have one offer to make to the union. The Heating 


Industry Employers Council will grant to the union 7 cents an hour over and 
above what you obtained from the sheet-metal contractors group. 

Keep in mind, Mr. Ely was not representing the sheet-metal con- 
tractors group. 

I will also grant to you any fringe conditions or fringe benefits that are nego- 
tiated between local 108, yourself, and the sheet-metal contractors. 

We signed a stipulation to that effect. We discontinued meeting 
with Mr. Ely’s group because of the fact that there was a signed stipu- 
lation and an agreement reached that his association would grant 7 
cents an hour over and above what was obtained from the sheet-metal 
contractors, 

We met with the Sheet-Metal Contractors Association on various 
occasions. We insisted on a welfare plan, No. 1. The reason we 
insisted on a welfare’ plan is quite obvious, if you recall from some of 
the regulations in the economic conditions in the country at that time, 
and that was this: That we were only allowed a certain amount of 
wages under a wage-stabilization formula or under a Presidential 
proclams ition. That was 10 percent of the gross pay as of June 1, 
1950. Ten percent of the gross pay in 108 only amounted to 22 cents 
per hour. In addition to ‘the 10- percent increase, the proclamation 
by the President of the United States and the formula that was being 
ne and being set up by Wage Stabilization was that we may 
be allowed to negotiate a health and welfare plan over and above the 
10 percent, which was not part of the 10 percent. 

So in negotiating with the sheet-metal contractors, and as interna- 
tional representative and counseling and assisting local 108, we in- 
sisted that we have a welfare plan for the purpose of providing hos- 
pitalization, surgical, and medical benefits to our people, and life 
insurance. 

We were successful, in conclusion, in negotiating an increase with 
the sheet-metal contractors, which amounted to 22 cents per hour, 
plus the welfare plan, the maximum that could be obtained under wage 
regulations. There have been some statements made here, there has 
been some discussion here, as to the union or some testimony that the 
union rejected a welfare plan and wouldn’t take more wages. We 
could have not accepted more wages had we been offered more wages 
because we were prohibited from doing so by Wage Stabilization ¢ and 
the Presidential proclamation. 
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Nevertheless, we agreed on 22 cents per hour, plus 7 cents per hour 
for a welfare fund. It was also agreed during those negotiations that 
Mr. Ely was not a part of, that in establishing the welfare plan, that 
a union man would administer the welfare plan. 

Mr. McCase. Agreed by whom, sir? 

Mr. Hantey. By the Sheet-Metal Contractors Association, Mr. 
Epstein was chairman, and with his committee. I don’t recall all 
thenames. I know there was a Mr. John Rogers, a Mr. Charles Laws, 
and various other contractor representatives present when this under- 
standing was reached. Mr. Ely or his association was not part of that. 

So, naturally, when those negotiations were concluded, we imme- 
diately went back to Mr. Ely’s association and showed him that we 
had obtained 22 cents per hour, plus 7 cents per hour welfare. Mr. 
Ely then took the position that we were over and above the wage form- 
ula by him giving 7 cents per hour above that. We asked Mr. Ely 
to submit to the W age Stabilization Board jointly with the union a 
petition, or a request, for the adjustment to overcome an inequity 
within wages, which was done by his Heating Industry Employers 
Council, and which was later or subsequently approved by the Wage 
Stabilization Board. 

Then came the question of letting the bids or the selection of the 
administrator. 

Mr. McCase. The selection of the administrator is the point we 
would like to clear now. 

Mr. Haney. Mr. Chairman, if I may, I would like to tell this as 
it developed. 

The CHarrMan. You can tell it in your own way, just so we under- 
stand it. 

Mr. Hantey. The manner in which it was developed, the conclu- 
sions, and what transpired. 

The Cuamman. You are doing all right so far. 

Mr. Hantey. We called a meeting, a special meeting of the mem- 
bership of local 108. Previous to this meeting, Mr. Artman and a 
committee representing the local union, temporary trustees, had been 
selected by the a al union at a regular meeting, for the purpose of 
obtaining bids, or for the purpose of getting estimates as to what 
could be eee or purchased for 7 cents an hour kee ping in mind that 
we must try to retain a retention or _ P a surplus whereby we could 
continue to keep our people covered, or the members and their de- 
pendents covered, throughout the year, or throughout a 2-year period, 
because that is actually what the contract was for with the con- 
tractors, on welfare. 

The meetings were held, preliminary meetings, of the temporary 
trustees. The way those temporary trustees were selected, and the 
administrator was selected, was the local union, in a regular meeting, 
voted unanimously to empower the temporary wage negotiating com- 
mittee that had helped negotiate the wage agreement and the welfare 
agreement with the employers, they voted to empower them to act as 
temporary trustees in the selection of a plan, a welfare plan, and in 
the selection of an insurance company, or a broker to handle the in- 
surance. This was done by action of local 108. 

The local union further voted to instruct the trustees and the pres- 
ident of the local union, Mr. Ben Anisman, to send out bids to various 
insurance companies and brokers requesting quotations on a proposed 
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welfare plan. All of this business could not be transacted at one 
meeting, so the local union further voted, local 108, to call a special 
meeting of the membership of the local union at the Embassy Audi- 
torium, for the purpose of selecting the type of coverage that they 
Wal ted, hos} ritalization, surgical bene fits, life insurance, et cetera. 

The meeting was held in the Embassy Auditorium. Again, they 
directed, after the Vv se lected the type of police: y they wanted, and the 
benefits they wanted, which had been recommended to them by their 
temporary trustees, by the executive board of their local union, and 
by their business manager and by iy self: then, they further directed 
the local union, the officers, and the trustees and the executive board 
to send out additional notices to cea Insurance company or companies, 
agents and brokers, of the letting of bids on this welfare plan, and 
scheduled a date that the bids were to be considered by the trustees 
and the executive board of the union. 

That was done. 

After the conclusion of the bids, or the conclusion of the insurance 
that they wanted, and the selection of the company, there was a ques- 
tion of selecting someone to be the administrator. 

The trustees and the executive board unanimously selected Mr. Fred 
McCormick. They Recdaninaanten his selection to the local union, 
which was adopted. His selection was referred to the employers, the 
sheetmetal contractors I referred to first. It was accepted by them 
and then in a joint meeting where the heating industry council and 
the employers were all present, it was also submitted to them and ac- 
cepted, his name asa temporary administrator. 

hat is the m: inner in which the administrator was selected. 

] hope I haven’t « ‘omplic ated the question too much. 

Mr. McCane. No, sir. We want you to answer these questions as 
fully and in whatever way you wish. But I did want. to have itl 
cleared up for the committee, the various steps. It seems Mr. Mc- 
Cormick was — selected through the union group; then separately 
approved by the employer group, and then join tly approved by the 
two groups. Is that a fair statement ? 

Mr. Hantey. No: I think there is a little misunderstanding. 

Mr. McCase. I thought that was some of what you said at the end 
there. 

Mr. Hantry. He was selected by the union group, first by the trus- 
tees and executive board, then by the local union. It was then taken 
to the sheetmetal contractors’ association. They said, “If this is what 
you want, or if you want a union man in there is an administrator, 
we are willing to go along with it. But we want to select the auditor.” 

This was the statement of Mr. Epstein and his other committee. 

At a later date, and I can’t recall it, 2 or 3 days later, whenever it 
was, a joint meeting was held at which time Mr. Ely and his group 
were there from the Heating Industry Council, who had stipulated 
they would agree to whatever was agreed on. The same question was 
brought up regarding Mr. McCormick. As to my recollection, there 
was no opposition or no objections raised as to Mr. McCormick by 
Mr. Ely or any other group. 

Mr. McCane. I think we are substantially agreed on that, that the 
union group first selected him, the employer group agreed to that 
selection, and then at a later time the whole group appointed him. I 
wanted to clear the record on that selection. 
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The CuarrMan. Right there, was there any pressure ap plied to any 
individual to get his vote in accord with the selection o f Mr. McCor- 
mick ? 

Mr. Hantry. Well, Mr. Chairman, as to pressure, I could say that 
I don’t believe there was any pressure imposed upon anyone or any 
coercion. I am going to be honest and frank with this committee 
that I felt Mr. MeCormick could do a good job. He had assisted in 
the negotiation and so on, and I naturally used my influence among 
the union people to support Mr. McCormick. I felt he was the man 
to carry on the job. 

The CuatrmMan. As to the employers, was there any threat of strikes 
yr strike action if he were not approved ¢ 

Mr. Hanuey. No, sir: not by me. 

The CuatrmMan. Was there any that you know of ? 

Mr. Hanuey. Not to my a SII’. 

Mr. Miter. It is not quite clear in my mind just what official 
capacity Mr. Hanley was operating in. 

Mr. Haney. International representative for the international 
union. 

Mr. Mirter. Did that qualify you to participate in this organiza- 
tion, in these operations, leading up to this? 

Mr. Haney. May I explain that to you, Mr. Miller? 

Mr. Miuurr. Yes. 

Mr. Hantey. As international representative, I was required to 
assist local unions in the settlement—in negotiations, in the settle 
ment of wage contracts, in the settlement of health and welfare plans, 
or in the settlement of any other disputes that may arise between the 
employer and the union. If I may go a step further, the sheet inetal 
workers international association has a sancaiid | form of agreement 
that is nationwide, not only in the United States but in Canada. And 
in that agreement, there is a provision known as article VIII, section 2, 
which provides that any time that a dispute or controversy arises that 
cannot be settled by the local representative or by a representative 
representing the employers and the union, that the matter must im- 
mediately be referred to: one, the international association and the 
association representing the contractors, or the individual, or attorney, 
and they are to select 1 representative and the employers are to se 
lect 1 representative for the purpose of settling this dispute without 
a stoppage of work, strike, or lockout during the pendency of the 
dispute. 

In other words, Mr. Miller, if I may explain further, if the sheet 
metal contractors had a dispute with local 108, local 108 could not 
engage in a strike or shutdown or slowdown or cessation of work; 
and the contractors cannot lock out the men during the pendency of 
that dispute. 

In other words, if I may, as an illustration—I would lke to use one. 
May I doso, Mr. Chairman / 

The CHairRMAN. Sure; go ahead. 

Mr. Hantey. For instance, we had a dispute here in the city of 
Los Angeles over what is known as a power-activated tool. A powe1 
activated tool is a gun that is used that uses cartridges, and long nails 
or spikes that can be driven in concrete or steel by the force of the 
impact of this cartridge. That is used many times in securing angie- 
irons to walls; it is used in securing plates on foundations: it is used 
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In many operations. That was a tool that was in common use and 
practice by the sheet-metal contractors throughout the Nation. Mai Vv 
smal] areas do not have them: they are not familiar with them, but 
in most of the metre politan areas t} ey are used ar d they are fioured 
when the contractor is figuring the job. 

In other words, the sheet-metal worker is always involved or always 
working on the installation of air-conditioning equipment or what 
is known as duct work which houses the air for the distribution 
throughout a building. 

When a contractor is } idding a iob for instance, if he was | idding 
the installation of air « onditioning in this buildine—would naturally 
bid it based on the fact. that he was to use a power-activated tool to 
secure his angle irons or supports to the ceiling to hang that duct 
work from. 

Dovyou follow me? 

Mr. Mier. I sure do. 

Mr. Hantey. So our local membership in local 108, T say “our mem- 
bership”: the membership of the international association, became 
very much aroused because two men had been accidentally killed 
throughout the State of California, two or three—I wouldn’t be exact, 
Mr. Chairman—over the firing of these tools er this cartridge through 
a wall. Some men were hit on the other side and were killed. 

In other words, the spike they were securing the duct to the wall 
with, went through the wall, through the plaster, and hit a man in the 
chest on the other side and went through another man. 

Mr. Mriver. Can the witness expedite it ? 

Mr. Hanwey. I can expedite this in just a minute. Our membership 
in local LOS voted to discontinue the use of those tools, abruptly. 
Naturally, the sheet metal contractors knew that would cost their peo- 
ple thousands of dollars. The membership were going to go on strike. 
it was not voing to use those tools anymore, 

The matter was immediately referred to me and referred to Mr. Ely 
and was settled without a day’s loss of work or a man-hour lost. That 


was my job as international representative, to immediately come to 
Los Angeles, tell the membership 

You are to continue to work, there will be no disruption, and this will he settled 
according to article VIIT, section 2 

My iob was also to settle wage disputes, TO as sist in establishing wel- 
fare plans or other benefits, such as travel time, transportation, sub- 
sistence, et cetera. That was my function. Or to settle any other dis- 
ute that was assigned to me by the general president. 

Mr. Miixzrr. I thank you. That is all. 

The CHarrMan. Counsel, you may proceed. 

Mr. McCapnr. I want to leave this point that Mr. Miller brought up 
for just a moment to go back for a second, Mr. Hanley. to this matter 
cf selecting the administrator. I wonder if you would care to comment 
further? You mentioned, if IT recall your words, that the employer 
group said something to the effect that “It is all right with us if you 
want to select the administrator and we will pick the auditor.” 

Mr. Hantey. That is true. 

Mr. McCase. It has also been testified to that the conversation was 
more along the lines that “since vou have already selected the adminis- 
trator, we want to select the auditor.” Is that true, sir? 
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Mr. HANLEY. Well, I can’t say exa tly 1 hether hat is true. ‘There 
was some conversation as to “We select the aes you lect the 
administrator. We want to select the auditor. L think that state 


ment was made by Mr. Ely or Mr. meen n or someone in his group 
Anyway, I believe the gentleman’s name was Mr. Dawson who was 
originally selected as the auditor of the fund. I can’t tell the counsel 
or this committee honestly what was said 4 years ago in a meeting, 


| r 


but there was something to that conversation or somewhere along 
those lines. 

The Carman. Was Mr. Dawson the selection of Mr. Epstein, Mr 
Ely, and his group? | 

Mr. Han Ey. Yes, sir. 

Mr. McCase. What I wanted to bring out was the gist of this opera 
tion, whether the selection was presented to the employers as an 
accomplished fact, whether the selection had already been made, and 
whether it was accepted by them as a matter over which they had no 
practical control, or whether they merely said, “Well, you select the 
administrator, and then we will select the auditor.” 

There is a sharp distinction between those two situations and | 
would like to have you clarify it insofar as you can, sir. 

Mr. HAntey. We ll, as to the se ‘lection, if the emp love rs had not 
wanted to accept the selection of Mr. McCormick or the union selecting 
the administrator after the original negotiations with Mr. Epstein and 
his group, thee mp lover rs could have cert: ainly voted : wainst it and we 
would have been in a tie vote and we would have not been able to 
appoint Mr. McCormick. 

Mr. McCane. Can you tell us more precisely whether the conversa 
tion was along the lines, as I said at the outset, of the employer s tying 

“If you want to select the administrator, we will pic k the auditor,” or 
along the lines of “Since you have already selected the administrator, 
we will then select the auditor.” Which would you say would be t 
correct deseri iption of the transaction ? 

Mr. Hanuey. I didn’t get that question. 

Will you repeat it again, please ? 

(The reporter read from his notes as requested. ) 

Mr. HANteEy. Well, I couldn't say exactly what the statement was, 
whether the employer said, “Since you have already selected the admin- 
istrator, we will select the auditor.” I can’t tell you whether that was 
the exact verbatim statement or not. But I had previously agreed 
with Mr. Epstein and his committee that we would select the admin- 
istrator. 

Mr. McCasr. Mr. Hanley, since you cannot tell us, as you say, which 
was the verbatim report of the matter, can you tell us which was the 
fact of the matter ? 

Mr. Hantey. No, I cannot. If I couldn’t tell you verbatim, I 
couldn’t tell you the fact of the matter. 

Mr. McCape. Now, I would like to refer back to the convers: ition you 
had with Congressman Miller on the matter of your partic ipation in 
these negotiations. You mentioned in your own earlier statement that 
you were advising and counseling with this local group. I would like 
to read to you, Mr. Hanley, and I will hand you this after I finish re: ad- 
ing a short portion of it, from the constitution and ritual of the Sheet- 
Metal Workers International Association. I read to you article XI, 
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which is headed, “Local Union and Counsel Benefit Plans. Section 1. 
Responsibility.” 
It reads: 


Whenever a local union or council establishes and operates any local district 


or State plan to provide sick, out-of-work, or death benefit or any other form of 


benefit or relief for the members thereof, said local union and council assume full 
responsibility for the operation and likewise full liability for the payment of 


all financial obligations in accordance with the established rules and regulations 
governing said local benefit or relief plans, and likewise in accordance with the 
laws of their respective States or Territories. This association shall not be 


in any way financially or otherwise connected, involved, responsible, or liable 
for the payment of any claims or judgments filed or rendered against any local 
union or council in connection with said local sick, out-of-work, or death benefit 
or other local benefit or relief plans. 

Local union funds, derived from sources specified in this constitution, shall not 
be appropriated, loaned or donated to support or otherwise finance any of the 
benefit or relief plans referred to in this section or to otherwise provide relief 
or to maintain the good standing of members 

Participation in the above-mentioned local, district or State plans shall be 
purely optional, and no member shall be required as a condition of membership to 
participate in said plan or to contribute to the support and maintenance thereof. 

Mr. Chairman, that is the end of the reading of article XI. 

Now, Mr. Hanley, I would like to hand you this so that you may 
refresh your recollection by reading it. I would like to ask you to tell 
the committee how, in the light of this article, you felt that, as an 
international representative, you could and shoul | participate in these 
welfare plan operations. 

(Document handed. ) 

Mr. Haney. Very good. As international representative, I was 
governed by the directives and the orders of the general president of 
the international association, Robert Byron, and when a local union 
opens its agreement—when I said “opened,” excuse me, Mr. Chair- 
man—when it reopens its agreement for annual wage negotiations, it 
is required to notify the international association of the amount which 
it is requesting from the employers. It is, also, required to notify 
the inter nicione a association of any additional benefits that it is seek- 
ing, such as an increase in travel time or in mileage, such as the 
establishment of a welfare plan, such as the establishment of a vaca- 
tion fund or a pension fund. Before that union can get approval to 
take any strike action or any economic action, the international union 
assigns myself or whatever representative is in that district to make 
a thorough investigation and to meet with the parties involved, the 
employers and the union, and a complete report to the general office 
as to what the nature of the dispute is and whether requests that the 
union is asking are in line with the normal requests and whether or 
not they can be justified by area practice or by metropolitan area 
practice. 

We make a report to the general office and the union is advised 
whether or not they can proceed to continue to negotiate that point 
with the employers 

In other words, the international association, according to article 
II, section 3 (b), the general president has complete authority to 
take away the rights of ‘the local union to negotiate anything if they 
so elected and feel that it cannot be justified or that it is going to 
cause a large loss of time to the employer and a large loss of money to 
the membership. 
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So, namely, how I became involved in the welfare plans is through 
the fact that the local union here, 108, sends a request to the general 
oftice, or local 273 in Santa Barbara, saying, “We want to establish a 
vacation fund, a welfare fund, or a pension fund.” 

Before they are permitted to take any action in reference to that 
negotiation, a thorough investigation must be made by the interna- 
tional representative in the district or a special representative as- 
signed by the general president, and then the general president must 
communicate with the local union or the representative thereafter. 

So, naturally, when I come to this area, [ am negotiating with the 
employers for the establishment of a welfare fund which the local 
union is attempting to establish. Or. first I come in and make a pre- 
liminary investigation and write back to the general president and 
say, “The local union is requesting of the employers the maximum 
allowable under wage regulations and in addition thereto they are 
requesting from the employers the establishment of a welfare plan 
at so many cents per hour, and the welfare plan is to provide the 
following benefits. It is my recon imendation that you permit th 
local union to continue or that you notify this local union that this 
is not established in the area or that you feel it would cause a great 
loss of man-hours or time, and, therefore, they should wait another 
year.” 

Mr. McCase. Mr. Hanley, I think the committee can well appreciate 
how the international union would want to know about acttvities 
song on, and how it would be necessary to report back, but I do not 
think that goes directly to the question which Mr. Miller raised a 
while ago, and which ] would like to pinpol nt now. That question 
isthis: Even though as international representative you were required 
to be informed of the activities of local unions in your area, at the 
Same time can you reconcile the active, direct participation in these 


negotiations, which has been testified to here, with the article in the 
international constitution which specifies rather clearly, I think, that 
all welfare and health plans be matters of local concern and that the 
international will have no responsibility, financial, or otherwise ‘ 


Mr. Haney. It says financial or otherwise, but it i not say thata 
local union shall be given permission to strike over a W elf ire plan. 
It does not say that the international shall not tell the local u on 
when they are out of line. 

For instance, Mr. Counsel, we have had some local unions that asked 
70 cents an hour increase in wages, or maybe 15 or 20 cents an hour in 
other benefits, that cannot be ap yproved, and it 1s con iple te ly out of line. 
Then, I think it is the international’s business or international’s right 
to say, “You are comp letely out of line.” That only prevents labor 
disputes. 

Mr. McCapr. Granting that, in your earlier discussion of the de 
velopment of this plan, you indicated nothing out of line in these 
negotiations. What I woul | like to determine, sir, is the part ipa- 
tion, the active participation, of an international representative in 
negotiations which, by the constitution, are directed to be primarily 
and entirely local. 

Mr. Hantey. They are directed to be primarily entirely local with 
reference to the operation or the financial operations of the plan. 
But it does not say in this constitution that the international will not 
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participate in the establishment or the negotiation of a plan, or in the 


functions. There is nothing mentioned there. 

Mr. McCane. Can you tell us, Mr. Hanley, whether the international 
ever objected either directly or indirectly to your participation in these 
matters / 

Mr. Hanrey. They did not. They instructed me to secure plans 


wherever it was possible or wherever it was necessary. Furthermore, 
for the benefit of the committee, Mr. Chairman, our international union 
has what is known as an insurance consultant or a welfare consultant, 


who is a man by the name of Mr. Winning, who is associated with the 
Martin Seigle Co. of New York City. It is Mr. Winning’s job to 
consult with the representatives at various conferences and with the 


international executive council in the establishment of welfare plans. 
In fact, our international union, from month to month, sends out 
Inquiries and various statements regarding welfare. 

At the present time there is one being circulated throughout the 
country for the establishment of a national-welfare plan to be nego- 
tiated by the international association. So, the acts that I committed 
or the negotiations that I carried on were by directive or orders of 
the ceneral president of the international association. I think that 
the counsel and the committee, Mr. Chairman, can well understand 
that if I, as an international representative, am told to come to Los 
Angeles and participate in the negotiations and in the ests ablishment 
and assist or counsel the local union in the functions of a welfare 
plan, it is my obligation to carry out those orders or resign. I was 
only carrying out orders of the international association, and what I 
felt was right for the benefit of my people, for the people that I 
represe nted. 

Mr. McCape. And you feel, even after the plan was established and 
an accomplished fact, that you still had the right and the duty, under 
the constitution, to participate in the dealings connected with it? 

Mr. Hanury. Sure, very much so. I would like to explain to the 
committee why, if I may, Mr. Chairman, I think it is the intent of 
everyone to provide, or everyone in the labor movement, whether they 
are in the labor movement or not, to provide for their families or their 
peop! le the best that they can in the w: LV of living and liv ing conditions, 
whether it b e through welfare or social insurance or what it may be. 

My participation, Mr. Counsel, was this, and, Mr. Chairman, excuse 
me. For instance, a local union had established a welfare plan. It 
was my obligation to see that that plan was functioning properly. 
It was my obligation to see that if at all possible, these people would 
receive the maximum coverage that they could from this plan, and to 
assist In whatever w ay possible and to counsel with various groups or 
an individual group, in preserving that welfare plan. My participa- 
tion in this plan here was more than just in local 108. It was on a 
tristate basis. Originally, when this plan was established here it 
was only for local 108. 

I immedi ately began to make the necssary arrangements to nego- 
ti: ite a p lan for my entire area, whereby a man could be covered not 
only in Los Ange les, but he could be covered in Phoenix; he could be 
covered in Las Vegas; he could be covered in Reno or San Francisco 
without losing his benefits. 
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In other words, | can make avery cood xample here wd SHOW you 
what can happen as to the functions of the welfare if someone 1s not 
advi sng or counseling or trying to assist the low al unions. 


For instance, we h id a plan, or fh id “a mporary pla : in Ba .ers- 


field, Calif., or various other places, in Las Vegas. If we do not try 
to establish an umbrella plan or a t the unions in getting a uniform 
plan, where iman is covered throughout the year mais covered when- 
ever he travel fr hi Ol O e othe r., we have a D1? prot ell, 


e \? if t 
because it leaves a very bad taste in the members’ mouths; it leaves 


a very bad feeling or bitterness in their hearts or within their sot 

lot k that they have irked in, maybe, Albuquerque, N. Mex., 
or maybe San Frenciseo, and that they tra erred to Phoenix, Ariz., 
fter having served their eligibility period in San Francisco, or Oak 


land, they transfer to Phoenix, Ariz., they are deprived of all of 


their rights; they have no more coverage; they have to start all over 
and serve anoth eligibility perlo 

In other words, it was my job to try to bring this group into one 
umbrella plan, where the members, if t ey were laid olf in Los A 
oC les al d were able to obtain employmi { n San Francis oO, When 
they went to San Francisco or to Phoenix they would not lose their 
benefits, they would not have to serve another eligibility period, and 
they would be covered throu rmout the time that the, vere transtfel 
ring from one union to the other and getting their families settled. 


Phat was my participation in the plan. 

[ immediately began, as I said, Mr. Chairman and Mr. Counsel, to 
Start to bringing the e unions into one umbrella plan. So far, I think 
our organization—when I say our organization I refer to the sheet- 
metal workers—in the three Western States are the only ones that have 
an umbrella plan in the construction industry where the men are 
covered in Arizona, Nevada, and California, without a loss of benefits 
when they transfer from one place to the other under the eligibility 
qualifications. 

The Cuamman. Mr. Counsel, I think you have brought up a very 
vood pot here. Leaving a de the per onal ties or leaving as de 
whether some individual did right or wrong in connection with han- 
dling or with his authority and so on, I think the question is this: 
Should there be more of a standardization of these pension plans, and, 
if so, What should they be? Also, should there be just local autonomy 
and authority on them or should there be some supervision from 
higher up in, we W il] say, the labor movement, 

I think it raises a very important question. I am glad it has been 
brought up, aside whether one individual does this or that. We see in 
the country, like in New York State and various other places, these 
investigations where certain things have been done wrong by local 
unions. We hear the internationals Say they have ve ry little aut hority, 
and they want more authority to safeguard those funds. That is one 
of the major questions we have to consider here. I am glad you 
brought this up. 

Mr. McCase. Mr. Hanley, can you tell us what Mr. McCormick’s 
experience was in qualifying him for the job as administrator? 

Mr. Haney. As far as Mr. McCormick’s experience in qualifying 
as administrator, as an insurance man, I am not familiar. I don’t 
believe Mr. McCormick had had any previous insurance experience. 
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But I would like to explain the connection between the two there, in 
justification of Mr. Me ‘ormick’s appointment. 

Mr. McCapsr. I do not mean to lead you off onto a discussion on that, 
Mr. Hanley. I wanted to know for the record what you knew of his 
experience then, specific experience in the field. 

Mr. Hanury. I don’t believe he had any in the insurance field. In 
labor relations, in connection with welfare, I can speak for Mr. Mc- 
Cormick’s qualifications there. 

Mr. McCane. What you are saying, generally, then is that he had 
no particular experience in the insurance field but as a labor relations 
man he did have experience ¢ 

Mr. Haniey. Asa labor relations man and as a businessman, I think 
Mr. McCormick was very highly qualified. 

Mr. McCasr. Then I want to ask you the following question: Do 
you believe that a union official is the man best qualified to be an ad- 
ministrator of the fund ? 

Mr. Haniry. Not necessarily in this category; no. I wouldn’t say 
that a union oflicial was the best man qualified in the capacity of an 
insurance man. I couldn’t make that statement, Counsel. 

Mr. McCapr. No, sir, I mean in the capacity of administrator of a 
fund, of this fund. 

Mr. Hantey. Of this fund or of a fund of this nature; yes. And I 
can justify that if you want me to. 

Mr. McCase. 1 would like to have your views in the record on 
that. 

Mr. Haniry. As to the justification of it, let me explain this. 
There first arises a collective-bargaining agreement that the employer 
and the union are signatories to, and it has certain provisions for the 
collection of the funds of that plan or the coi tribution. Also, the trust 
agreement has certain obl vations of which the administrator or the 
plan is to be administered under. But as to the man’s direct connec 
tion or the 1.dministrators qairect connectio1 . it is very simple. If 
we have an employer out in the San Fernando Vallery or Riverside, 
or any of these areas, Mr. Counsel and Mr. Chairman, excuse me, we 
naturally do not want to see a work stoppage at that shop over the 
contribution of a man’s welfare fund, or over a disput as to whether 
or not he worked a certain number of hours in that shop. 


In other words. the e } robl ms are twofold A man comes to the 
welfare office and he says, “I am eligible for welfare. I have a claim 
here.” They get out his eligibility record and they check the shops 
that he has been working at. Mavbe he has worked at 5 or 6 shops 


during the 6-month period in which it requires him to become eligible. 
Mavbe he has worked in 5 or 6 shops. He says, “Well, I notice that 
I only got 16 hours recorded here by, maybe, the Harold Peterson Co. 
I worked out there 3 weeks. Ihave more than 16 hours coming. That 
company didn’t make a true and accurate report of my welfare contri- 
bution, and I am eligible.” 

The administrator says, * According to this record, you have not 
served the requisite 800 or 600 hours.” He say, “Oh, ves. T have.” 

He goes over to the business agent and makes a report there. The 
business manager has to contact the administrator or the adminis- 
trator goes over to the business agent with him and savs,. “This man 


says he worked at Harold Peterson Co. 3 weeks. and Harold Peterson. 


mavbe inadvertently, only reported 16 hours on this man.” The 
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business manager and the administrator or the administrator alone 
take the report oul to the company, maybe iccomipanied DY the man, 
and Says, ; There IS something Wrone’ W th this welfare col Ul illon., 
This man sys he worked there 5 weeks b weeh a cert lh period nd 
your company says he worked only 16 or 14 hours. Did you inad 
vertently leave it off Ol cid Vou enti i \ Crve ott? ) 
there a mixup ¢” 

Phen the company must check their records and tell how 1 V 
hours, and the man must substantiate by payroll slips how long he 
worked there. If that was left up to i Insurance man, I ¢ [ e€ 


how he would be qi alified to handle labor relations 


Mr. McCanr. I do not mean to imply that an insurance man should 


be the administrator. What I wanted for you was your opinion for 
the committee on whethe you feel that th nian best qual ed to 
administer this fund is a union official. 

Mr, Haney. I wanted to justify that, Counsel, and that is what 


I was trying to do. 

Mr. McCapr. The answer, then, is “ Yes”? 

Mr. Hanuey. No: I want to justify it. You asked me a twofold 
question, | believe, Mr. Counsel. You t ke me a question as to 


I 
] ] 
} 


1 1 
er he wa qualified, 


whether or not I felt he was best justified or whet 
It will be a short explanation. I will finish in just a moment 

For instance, the man that has went out to the op to adyust this 
difference or this controversy between the ¢ mplover and the employee 
over his contribution that was re¢ orded, mavbe he is better qualified or 
I feel that. he is better qualified as a labor-relations man o 


who knows the problems of the journeyman sheetmetal workers and 


| 
1 
ras a nan 


knows the problems of the sheetmetal contractors. As to his ability 
as an insurance man, he may hot have any qualifications at all 

That is my answer. As to the administrator beinge an insurance 
man, I do not feel that it is a prerequisite to the employment. but 


as to him being a labor-relations man, I feel, yes, he should be a labor 
relations man and be familiar with the ¢ mployer’s probl ms, the ree 
ment that is in existence, and the ability to handle the controve \ 
between the two. 
Mr. Hour. I would like as ask a point on this. it 
the administrator is the one who O. K.’s these claims, Mr. Hanley ? 


Mr. Hantey. Yes. 


Mr. Hour. And you do not think he should have any experience in 
the insurance business 2 
Mr. HANLEY. I feel he should have some. I didn’t Say that. I 


hope I didn’t say it. 

Mr. Hour. You said he should only be familiar wit] labor relat 
but not insurance. 

Mr. Hannu y. | said it was important to them to be familiar with 
labor relations but not to be necessarily an insurance man. ‘That is 
what | meani to say. In other words, l do not fee] that ie has to be, 

Mr. Hour. I should think if you had to take a choice of being 
qualified in one field or the other, the insurance would be a prerequisite. 
He is handling an insurance fund. 

Mr. Hanuey. Maybethat istrue. But, I think we all look at things 
with different views. It is quite true that he should have some or may 
have some 


more 
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Mr. Horr. I am thinking about the people that hold the policies. 
If they get sick or if they die, they should be well taken care of. In 
the cases where the insurance company is not supervising, the ad- 
ministrator is doing all of that. It seems a man should be eminently 
qualified in the handling of funds and recommendations as to the 
reserve or surplus. 

Mr. Hantey. I feel the man should be qualified as to handling of 
the funds. 

Mr. Horr. I am still concerned about these 9,652 claims that the 
insurance company seems to pay right off the bat, the administrator 
does not investigate. I am concerned about that. 

Mr. Hanurey. We have been quite concerned about that from time 
to time ourselves. In fact, I think the record will show that the 
union trustees have demanded a complete audit since the inception of 
the plan which was bitterly opposed by the employer trustees, and I 
think the record will further show that we requested Occidental In- 
surance Co. to make a check on claims on various oceasions. 

[ have with me a letter from Occidental Insurance Co. concerning 
those claims, if you would like it read. 

Mr. Hour. That will be at the d secretion of the chairman. I would 
like to pursue it. 

The CuatrmMan. I would like to make this one statement here, if I 
may, Mr. Holt and Mr. Hanley. The qualifications of an administra- 
tor in many cases, I think, would depend a good deal on the way in 
which funds are handled, would it not? If they are soiling to be 
hat dled stl ict ly by fl) 1 surance company, you do hot need the ex- 
perience you would need if you were going to run your own insurance 
fund. Would that not be correct ? 

Mr. Hanuey. That is right, sir. 

The CHarrmMan. You would need in some cases even some type of 
investment advisers or banker. and on other occasions you need an in- 
surance adviser. There are so many different types of funds, as I 
understand the whole subject, that I think you would need an admin- 
istrator with qualifications very much determined by the type fund 
you run. I just want to make that observation. On this, I do not 


know. 

Mr. Hanury. I think, Mr. Chairman, if I may express it, I think 
the record will show that the union did not pay the claims in this 
plan for a considerable time, until they became familiar with the 
operation, or somewhat familiar with the operation of the fund. 

For instance, Mr. McCormick was the temporary administrator or 
administrator for a considerable time, but Occidental continued to pay 


the claims. That was necessary. The claims were not taken over and 
paid by the union ul ti] h time as the union se ured two office em- 
ployees who were qualified or who were working for Occidental as 


claims people; who were settling claims for Occidental before the 


union ever took over the settlement of claims. I think the record will 
sh W that. 

Mr. Horr. I do not mean to belabor the point. The chairman says 
we are interested in generalit But I would like to go through 


spe ifie cASeCS, Th if is vi hy | an inter¢ sted in these particular cases, 
It amazes me how t] ev are just paid automatically. Would you like 
to make that letter a part of the record or give a summary of it, if it is 


100 long? 
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Mr. Hantey. I can read the letter into the record. 

Mr. McCase. Mr. Chairman, they have been incorporated by refer- 
ence by the committee. I judge that is among the material which Mr. 
Hanley brought with him in response to the subpena. I suggest he 
might summarize it. 

Mr. Haney. On July 10, 1953, in response to the union trustees’ 
request, the Occidental Insurance Co. made a ae cl 
of 75 claims of the fund. It says: 


} y 
eck and a review 


Of the 75 claims, one error as shown below was found. The party’s name, 
Reece Pauley, claim No. 5485, emergency accident, was distributed out as patient 
service for his claim. Distribution should have been for hospital service benefit, 
This claim error does not represent a monetary error but is an error of distribu- 
tion 

We felt in response to a check of 75 claims by Occidental Ins ice 
Co., who are surely qualified to spot-check claims, —_ only fir a 
one error that was not a monetary error, it was a fairly good welfare 
plan or was functioning fairly good or as good as could be exp: ted 

Mr. Lucas. When Mr. Dandy was on the stand yesterday, he sti 
fied that the spot check by Occidental was not as to th »vali di ty of t] 
claim, but as to the amount of money which was to “a d ieibed 
under the terms of the policy. Does your letter indicate to you that 
Occidental made more than a spot check as to the amount of mor ey 
that was distributed ? 

Mr. Haney. No, it just mentions the fact that they made a spot 
check of claims. 

Mr. Lucas. In other words, they just went through their card sys- 
tem and found out whether the money that was paid for a broken arm, 
for instance, was within the amount which was specified in the con- 
tract, or the money that was paid for an appendectomy was lower 
or the same as the amount that the contract calls for to cover such 
an emergency. So, Mr. Hanley, in truth, there is no check being 
made on your funds, other than the Occidental protecing itself against 
overpayment on claims. 

Mr. Hantry. Well, that was not the understanding that we had 
from the Occidental representatives or from their special field 
representatives. 

Mr. Lucas. Do you find anything further than that in your letter? 

Mr. Hantey. No, sir; I don’t. 

Mr. McCase. Mr. Lucas, I think it might be well 

Mr. Hantey. Excuse me, Mr. Counsel. 

Mr. McCane. Mr. Lucas, I think it might be well for the record 
to reflect at this point that Mr. Fuller, the administrator, and Mr. 
Dandy confirmed it, testified that more than 9,000 claims oceurred 
per year, and the spot check covers 75 for the limited purpose which 
you suggest. 

Mr. Lucas. As I recall it, there were 9.114 claims in 1953 and up 
until September 1, 1954, there were 9,654 claims or 52 claims. So 
the claims are growing in size. 

Mr. Hanley, for your information, if you did not hear Mr. Dandy’s 
testimony, there is no check at all as to the y alidity of the claims made 
under this contract. 

Mr. Hantey. Mr. Chairman and Mr. Lucas, I might clarify the 
record. I am sure I am right. I heard Mr. Dandy and Mr. Fuller 


testify here, and Iam sure Mr. Fuller didn’t say he paid $9,000 claims; 


+ 
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e said he issued more than 9,000 drafts. That doesn’t mean that 

| the claims were paid. Furthermore, I might say that we or the 
rustees rely predomu untly on what is said to us by Occidental’s rep- 
resentative is well as to the accountants. There are accountants 

ipioyea there that were to make a compl te audit of all claims. The 
rccountant has made a complete audit of all claims, or at least he has 
ee) paid the salary to make i complete audit, and he was to see if 
{ re were any f1 ( ent claims, and so far to date, he has not 
reported any 


Mr. LH I r, To make the record clear, Mr. Fuller said in response 
to my question that he pa d about 98 percent of them. Is that the 
correct figure 4 

Mr. McCapr. Yes, sir. 

Mr. Lucas. And no one has yet testified that an adjuster called 
upon any claimant to inquire upon the validity of the claim. 

Mr. Hanuey. I agree with you on that, sir. 

Mr. Lucas. When we are talking about checking these claims, we 
ar talk ng about check ng the right amount of payment paid ¢ 

Mr. Hantey. Yes, sir. 

Mr. Lucas. That is, as to whether or not it complies with the terms 
of the contract. Now, I think this is superfluous. We have gone 
over it with the experts of the field, and, Mr. Hanley, you are out- 
side of this, other than your influence as international representative. 
I would prefer counsel to continue with another subject. 

Mr. McCanr. Mr. Hanley, did there come a time when you requested 
or recommended to anyone that Mr. McCormick be removed as admin- 
istrator ? 

Mr. Hanury. I don’t think I directly recommended to anyone that 
Mr. McCormick be removed as administrator. 

Mr. McCare. Did you favor his removal at any time? 

Mr. HaNury. Pardon? 

Mr. McCare. Did you favor his removal at any time, sir? 

Mr. Hanury. No. I don’t think I directly favored his removal, 
but I did favor or demand that he operate the fund or take care of 
his business more efficiently, if that is what you want to know. For 
instance, at one time 

Mr. McCapr. No, sir, I merely wanted to know if there came a 
time during his tenure as administrator that you either recommended, 
directed, or favored his removal as administrator ? 

Mr. Hantey. I would have to answer that question in this manner, 
if I may, Mr. ( ‘hairman and counsel. 

Mr. McCane. Mr. Chairman, I think we could possibly have a “Yes” 
or “No” answer to some of these, followed by an explanation, so that the 
nar! itive would be more clearly understood. 

The CHairMan. It would save usa little time if you could do it. 

Mr. Hantry. Did you say, did I favor his removal ? 

Mr. McCanr. Yes, sir. First of all, did you recommend or direct 
his removal as administrator ? 

Mr. Hantery. Did I direct it? No. 

Mr. McCarr. Did you recommend it? 

Mr. Haney. I may have. The recommendation may have been 
inferred but not made openly; no. } 

Mr. McCape. Did you favor it? 
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Mr. Hanutey. Did I favor his removal ? 
Mr. McCapsr. Yes, sir. 
Mr. Haniry. Not especially; no, sir. 


Mr. Hour. Mr. Chairman, that answer not clear to me The 
counsel obviously is trying to establi ha point that either Mr. Ha ley 
favored his removal ata time for some reason Ol he did not for some 


reason. I would like an answer. 

The CuarrMan. The one thing that I get that he did favor was 
that he be more efficient in the pel formance of his work. 

You said you favored that ? 

Mr. Hantey. That is right, Mr. Chairman. 

The Cu AIRMAN. Now, did he become more efficient, and if he did not, 
did you then recommend or favor his dismissal 4 

Mr. H ANLEY. I favored his dismissal] after he did not become more 
efficient ; yes, sir. 

Mr. Horr. Thank you. 

Mr. Hantry. Now, may I explain why ? 

The CHarrmMan. It is not necessary. He was not efficient. That is a 
good reason. That is a very cood reason. 

Mr. Hour. That is adequate in any business. 

Mr. McCase. Can you tell us at what time during his tenure you 
came to this decision, sir? 

Mr. Hantry. Not the exact date. It was over a period of time 
an occurrence of incidents that was called to hiv attention by Various 
local unions, traveling throughout my district, which represented 26 
unions. 

Mr. McCasr. Can you tell us how long before his removal, approx 
imately, you came to this decision 4 

Mr. Hantery. No, sir. 

Mr. McCapr. You have testified that vou favored the retention of 
man or an individual skilled in labor relations matters, and I believe. 
preferably a union official, to serve in the capacity of administrator, 
is that correct, sir? 

Mr. HAntey. Right, sir. 

Mr. McCanre. Did there come a time when you recommended that 
Mr. McCormick be replaced by another administrator, specifying a 
female administrator ? 

Mr. Hantry. Not to my knowledge, sir, no. 

Mr. McCane. Mr. Chairman, I ask this question because T have here 
a memorandum from the Occidental Life Insurance Co. which was 
submitted to the committee in response to your subpena. It is a 
memorandum from the home office, group diy ision, dated Feb uary 26, 
1952, directed to Mr. R. J. Martin, the chief underwriter of the gr up 
division. The subject is the sheet metal workers welfare plan. The 
memorandum reads as follows: 

Mr. Jordan Jones called me yesterday and mentioned that according to Tom 
Hanley, the union’s international representative, Mr. McCormick, the admi1 


trator, was to be relieved of his job. Mr. Jones asked me to name a female ad 
ministrator if I knew of anyone. Mr. Jones and Mr. Hanley plan to be in Los 


Angeles Friday, February 29, and they will evidently contact you at that time 
The memorandum further bears the name of Fred W. Roberts. group 
administration department, and the memorandum carries the initials 


F. R. 
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Mr. Hanley, I show you this memorandum. Although it is not 
your memoran dum, it m: iy refresh your recollection on the subject. 

(Document handed to witness. ) 

Mr. Hantey. The memorandum makes reference to myself and Mr. 
Jones’ conversation. I don’t know what Mr. Jones may have said to 
Mr. Roberts. The only thing I know is that at no time did I recom- 
mend that a female be made administrator of the fund. 

Mr. McCane. Mr. Hanley, did you favor the appointment of Mr. 
Fuller as administrator of this fund ? 

Mr. Hanuey. Yes. 

Mr. McCabe. Did you have occasion to take an active part in his 
selection ? 

Mr. Haney. I may have taken part in his selection with reference 
to conferring with the trustees, yes, and with reference—— 

Mr. McCase. You say you may have, sir. Could you be more precise 
on that ? 

Mr. Hantry. Yes, I believe I did. 

Mr. McCanr. Could you explain to the committee the part you took 
in the selection of Mr. Fuller? 

Mr. Hantey. In the joint board of trustees, I know there I sup- 
ported the appointment of Mr. Fuller, by my recommendation and by 
discussion with the joint board of trustees, I believe it was in a meeting 
on September 21, 1953, as permanent administrator. Prior to that 
time, might I state, Mr. Chairman, prior to Mr. Fuller being appointed 
as permanent trustee, when he was selected as temporary trustee he was 
selected by Mr. Epstein and Mr. Anisman, temporarily, and I was not 
in town at the time. 

Mr. McCare. Mr. Hanley, would you explain to the committee the 
basis on which you felt Mr. Fuller was qualified to act as administrator 
of this fund? 

Mr. Han ey. I felt Mr. Fuller was qualified to act as administrator 
of the fund inasmuch as he had had experience in labor relations and 
was acquainted with the vast majority of the employers throughout 
the district, and that he was eee with the membership and their 
problems, and was well liked by the membership and could make 
proper reports to the membership and could take care of their prob- 
lems amply. 

Mr. McCasr. Mr. Fuller, as I understood his testimony, had little, 
if any, experience in the field of insurance, money handling, invest- 
ment of property, and so forth. Was that your understanding, sir? 

Mr. Hantry. It was my understanding that Mr. Fuller had had no 
experience in the insurance field. As far as the investments of money, 
I felt and still feel that that is purely a subject for the joint board of 
trustees. I don’t feel that that is Mr. Fuller’s function. 

Mr. McCane. But in your view he was qualified to act as admin- 
istrator ? 

Mr. Hantey. Yes, sir; in that respect. 

Mr. McCasr. Do youstill feel so at this time ? 

Mr. Hantry. Yes, sir. 

Mr. McCane. Mr. Hanley, there has been testimony before this com- 
mittee to the effect that a check, an experience refund, from the Occi- 
dental Life Insurance Co. for the benefit of the Southern California 
Sheet Metal Workers Welfare Fund, in the amount of about $16,000, 
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was sent to you by the company. Do you recall that testimony, sir? 

Mr. Hanrey. Yes, sir; I do. 

Mr. McCane. Would you care to explain to the committee why that 
check was sent to you? 

Mr. Hanuey. Did you want me to explain to the committee, please ? 

Mr. McCarr. Do you want it repeated ¢ 

Mr. Hantey. I recall the question. You wanted me to explain to 
the committee why the check was turned over to me to be delivered 
to the trustee; is that right ? 

Mr. McCanr. Why the check was turned over to you. 

Mr. Hanuey. Why the check was turned over to me. As to the 
exact nature of that reason, I cannot determine. That would be more 
up to the previous witness. But I can state this for the benefit of the 
committee and for you, Mr. Counsel. It was due to the fact that I 
was the international representative, that there were local unions more 
than throughout local Los Angeles that were covered by this fund, 
and I was to present it to them and advise them that it was a refund 
which would affect the surplus accumulated for all unions. As to the 
justification of it, I cannot qualify it. 

The CuarrmMan. Did you ask them to send it to you? 

The CHarrMan. You know how I feel about it. I still feel the 
way I felt yesterday, that it should have been sent to the broker, the 
administrator, or one of the trustees. 

Mr. Hanuey. I agree, sir, that it is quite irregular. 

Mr. McCasne. Mr. Hanley, were those local union welfare funds 
merged at that time ? 

Mr. Haney. Some of them were; not all of them. 

Mr. McCapsr. Which ones of them were merged ? 

Mr. Han tey. I am sure Santa Barbara—I know Bakersfield and 
Santa Barbara and some of them were in at that time. I am not sure 
of just which ones. 

Mr. McCapr. Mr. Chairman, I believe that the record of our in- 
vestigation will show at this time there were none merged. It was 
in that context that I wanted to bring up the point of delivery of this 
check to Mr. Hanley. 

Mr. Horr. There was a check transfer but there was no merger ? 

Mr. Betiino. May I state on that, the full formal merger of the 
other unions in southern California occurred on January 22, 1952. 
This check was for the experience for the year of 1951, when local 108 
was the principal union in the fund. 

Mr. Hantey. I may be wrong on this, sir. It is highly possible. 
I had so many different jobs and so many different functions in such 
a large area, that it is true I could be mistaken on it. 

Mr. McCane. Did I understand your answer to the question to be 
that you did not ask that this check be sent to you? Was that your 
answer 

Mr. Hantry. To the best of my knowledge; yes, sir. 

Mr. McCane. To the best of your knowledge, you did not ask that 
it be sent to you. 

Mr. Ho tr. Do you know what happened to the check, Mr. Hanley? 

Mr. Hantey. It was lost in my briefcase at that time, and I noti- 
fied Occidental Insurance Co. that it was lost. It was canceled, I 
don’t know what date, and a subsequent check was issued in replace- 
ment of it. 
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Mr. McCane. Mr. Hanl =) did you tell the Occidental Co. that in 
your view this experience 1 und was not satisfactory, that it should 
have been in a higher amount ? 

Mr. Hantry. I may have. I don’t know, sir. 

Mr. McCare. Could you tell us whether you did or did not? 

Mr. Hanuey. No, sir: I couldn't. 

Mr. McCane. You do not recall having any conversation with the 
company about this check other than the matter of reporting its 


loss ¢ 


Mr. HAN! + No, sir: | evannot}t hye definite on <: 


Mr. McCase. You mentioned that you thought it was highly ir- 
egular to send this check to you, and you suggested that your fune 


r 
tion would have been to deliver it to the parties for whom it was 
intended. Under those circumstances, do you not think you could 
give the committee a better estimate on your activity, as to whether 
you did or did not ask the « ompany to reassess this expt rience rating 
because, in your view, it was too low / 

Mr. Hanuey. I may have said something to the company, or to 
Mr. Jones or to Mr. M: utin that I did not feel it was according to 
what it should be, or that it was low. I could have well done that, 
sir. because at all times I was trying to protect the interests of the fund 
and the membership of the m on. 

Mr. McCase. Can you tell us what reason you would have for feel- 
ing this refund was too low ? 


Mr. Hanuey. Not definitely ; no 
Mr. McC ape. (¢ Te tell us gene lly ¢ 
Mr. Hantrey. I ea say that I even said it. sir. so I don’t know. 


Mr. McCare. But vou do recall that the check was lost? 

Mr. Haney. Yes, sit 

Mr. McCane. Do you also recall that a check was later issued cov- 
ering an expe rience for the sam pel iod in the approximate amount 
of S22.000 ¢ 

Mr. Hantry. I don’t recall that. I heard it testified to here yes- 
terday by Mr. Ron Martin. 

Mr. McCane. Did the check for $22,000 ever come into your pos- 
session ? 

Mr. Hantrey. It may have I don’t think so. I can’t even recall 
that,sir. It has been years ago. 

Mr. McCase. It would have been the same type transaction, would 

not, Mr. Hanley, a matter of literally messenger service in that 
situation? You recall the first. Would you not recall definitely 
whether there was a second such check delivered to you! 

Mr. Hanuey. No, sir: I cannot. 

Mr. McCapse. You cannot recall that? 

Mr. Hantey. No, sir. 

The Cuatrman. Mr. Counsel, did the check get to its destination? 
Have we established that ? 

Mr. McCaser. The second check: yes, sir. 

Mr. Hanley, do you recall any discussion regarding the signing of 
checks by 2 parties instead of 1 wl 
fund? 

Mr. HANI! EY. Yes: there was some discussion in a meeting. 

Mr. McCarne. Would it be a true statement to say that there was a 
proposal that checks be countersigned by an employer trustee ? 


en they are drawn on the welfare 
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Mr. Hantey. Tomy knowledge, that has always been required. 

Mr. McCasr. Do you recall aa \ dealings with the Occidental In 
surance Co. wherein a proposal requiring two countersignatures was 
turned down by the company’ Do you recall anything about that, 
sir ¢ 

Mr. Han ey. I don’t think I had a conversation with the company 
relative to that, but [ am in favor of it. 

Mr. McCape. Well, do you recall hearing’ ot any such dealings, Sir é 

Mr. HANLEY. You Sa of che ks being countersigned ¢ \\ 
checks do you mean, Mr. Counsel? The payroll checks or the check 
drawn on the Occidental Insurance Co. or the ones drawn on the fund ? 

Mr. McCaser. Drafts on the welfare fund. 

Mr. Hantey. Occidental drafts? 

Mr. McCapse. Yes, sir. 

Mr. HANLEY. ] think there has been some discussion relative to that. 
yes, sir. 

Mr. McCase. Well, can you tell us whether you opposed or favored 
the requirement that all such drafts be countersigned by an employe 
trustee ¢ 

Mr. Hantry. No. I had no objection to who they were signed by to 
my knowledge. I may have voiced an opinion one way or the othe: 
at the time. But as far as 1 am concerned, it can be signed by the 
auditor, company or anyone. 

Mr. McCapne. You say you may have. I wonder if you can tell 
whether you took an active part in any of the discussions connectes 
with this general subject ? 

Mr. Hanuey. That nught be true, ves. 

Mr Mi CaBE. Can you tell t e Comm ttee, if SO. WV it was the natu 
of your part in those discussions 7 

Mr. HANuLEY. No, sir, I cannot. I would have to vo through 1 
minutes and read them and then I could tell you what was said. if 
you will let me read the minutes or refer to the dates and read th 1 to 
me, I can tell you whether or not I recall the discussion, 

Mr. McCase. I wanted to know youl general recollection of 
subject. Can you tell the committee whether, after such meetings and 
after such discussions, you took any part or had any discussion wit 
representatives of the insurance company in connection with t! 
matter ? 

Mr. Haney. No, sir, I cannot tell you that. I cannot answer th 

Mr. McCapr. You cannot recall 4 

Mr. HANEY. No, sir. | may well have done it. I mav hay 
sisted that it be some body else, and ] lay have said it wasnt nece 
| don’t know. 

Mr. McCare. Mr. Chairman, I might say for the information of the 
committee that the record could reflec t th reason fo. this ne of Cyt 
tioning at the moment. ‘The reason is this: We, in our investigation, 
have learned that several attempts were made to have a closer eh 
on the drafts which were signed at this fund, covering claims pat 
We wanted to determine for the record the nature of t] 
tions and discussions, if we could, and the pec hic reason why it was 


Pose CONVELrsSa 


that the company recommended against an additional signature o 
such drafts. 

The apparent purpose of the proposal in the first instance was the 
deterrent, the effect it might have, on Improper claims. 


1 20 
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Mr. Haniey. Mr. Chairman, I don’t think I quite understand the 
relationship there. The company may well have stated that they 
didn’t want 2 signatures, but I could not answer until my memory was 
refreshed by the minutes or the records, actu: lly, as to what part | 
said there. I may have said that there should be 2 signatures; [ may 
have said there shouldn’t be 2 signatures. 

Mr. McCane. I believe that is set out in the record, Mr. Hanley, 
your own views, and your ability to recall precisely what part of this 
you may have played. 

Mr. Hanuey. I m: ty have insisted on it. Idon’t know,sir. I would 
like to know myself. I want to be consistent. 

Mr. Mitier. Mr. Chairman, does not the witness know what stand 
he took on this question, if he took astand ? 

Mr. Hanuey. Mr. Miller, I don’t know whether I took a stand or not, 
or what the stand was that I took on that particular question. ‘There 
were so many of them, so many questions, and I represe ee such a 
vast area, and so many things come up, that I don’t recall, sir. If I 
did, I would honestly tell you. 

Mr. Miuuer. Could you state what your position would be if the 
question arose now ? 

Mr. Haney. If the question arose now, yes, I would be in favor of 
someone countersigning them or the auditor signing the claims, if 
necessary, or drafts. I would have no objection. 

Mr. McCase. Mr. Hanley, do you recall the merger of Nevada Local 
26 with the welfare plan for southern California, Arizona, and 
Nevada? 

Mr. Hantey. I recall part of the incidents, yes, in connection with 
local 26. It isalong story, local 26 and 88. 

Mr. McCane. We will try to develop that, if we can, sir, with re- 
spect to local 26. Do you recall th: at the contributions from employers 
on behalf of members of local °@ were for a considerable time main- 
tained in an escrow fund in the city of Reno? 

Mr. Haney. Yes, sir, to the best of my knowledge they were. 

Mr. McCane. Do you also recall that there came a time when that 
escrow fund was withdrawn from the escrow account and turned over 
to the welfare fund ? 

Mr. HAntey. Well, I can recall that it was done. As to the exact 
dates, I cannot. 

Mr. McCase. What I wanted to ask you was this, Mr. Hanley: Did 
you personally come into possession of a check representing the pro- 
ceeds of that escrow fund? 

Mr. Hantey. Yes, sir, I did. 

Mr. McCase. Will you tell us approximately when and in what 
amount that check was drawn, sir? 

Mr. Haniry. The check was for somewhere around $8,300, as I 
recall it, or better than $8,200. In fact, Counsel, I think vou and I 
conferred about this same check in Vegas, as well as Mr. Bellino. 

Mr. McCase. Yes. I want to present this to you so we can discuss 
the matter. 

Mr. Chairman, this is a check fully identified in the record. It is 
labeled as “Bellino Exhibit No. 1.” I see no purpose to remark it, 
unless the Chair wants to go into it again. 

Mr. Hanley, your memory is generally accurate. The figure is 
$8,298, or thereabouts. 
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Mr. Hantey. That is right. 

Mr. McC ane. I would like to ask you now, sir, if that is the check 
that came into your possession in connection with this transaction. 

Mr. Hanuey. Yes, sir, I believe that is the check. 

Mr. McCase. Can you tell us the time when this check came into 
your possession ¢ 

Mr. Han ey. I think it was sometime in the month of June, or 
latter part of June, or the first of July. I cannot be definite about the 
check. 

Mr. McCane. Of what year, sir? 

Mr. HAN ey. 1953 

Mr. McCase. Can you tell us from whom you received that check ? 

Mr. Haney. I can’t be positive. I believe it was a Walter Vickers, 
Mr. Pahor, and a man by the name of James Hartley, who is since 
deceased. He was slain. 

Mr. McCane. Can you tell us which one of these gentlemen gave 
you this check? 

Mr. Hantery. I believe it was Mr. Pahor. I am not sure. Mr. 
Pahor or Mr. Vickers handed me the check. 

Mr. McCase. Can you tell us where that transaction took place? 

Mr. Haniry. Somewhere in Las Vegas? 

Mr. McCane. It was in Las Vegas? 

Mr. Hantey. Yes, sir. 

Mr. McCase. Can you tell us following that what action you took 
with respect to this check? What did you do then? 

Mr. Han tery. There was litigation involved, and there was a ques- 
tion of these people’s eligibilities, and all, and I brought the check to 
Los Angeles and caused it to be put into the Bank of America, until an 
audit could be completed relative to the Nevada welfare fund, both the 
Reno and Las Vegas’, and left it in there until such time as the audit 
was completed. 

Mr. McCase. Can you tell us for what purpose this check was 
drawn? 

Mr. Hantry. This check, as I understand it, was escrow funds, 
money that had been placed in escrow, pending a wage board’s ap 
proval on the welfare plan, in the amount of 8 cents per hour. It was 
the welfare contribution. 

Mr. McCane. For what group of employees? 

Mr. Hantry. The employees of local 26, Reno, Nev 

Mr. McCapr. What question did exist at that time regarding the 
eligibility of those employees ? 

Mr. Hantey. Well, there were several questions that existed. 
would have to explain that to you, how they came about to exist, if I 
may. 

Mr. McCase. Yes, sir. 

Mr. Han tey. First, local 26 in Reno negotiated a welfare plan with 
the employers of Reno. I assisted in the negotiations. I believe it 
was on the basis of 8 cents or 814 cents an hour. I am not sure what 
the amount was. That was in September of 1951 or 1952. 1952, I 
believe. I don’t even remember that date, because there were so many 
negotiations, so many problems with the Wage Board, and all. It was 
agreed at first that the employers would pay the contribution into the 
fund and that the men would be covered. When I say into the fund, 
IT mean into the fund in Las Vegas. But a Wage Board regulation 
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came out about that time saying 
must be obtained before the contribution could be paid. 

So, naturally, the Reno e mp lovers, I presume on She advice of their 
coun ol. anid. “We will not pay this contribution. We will place it in 
escrow because we do not want to be fined for a violation or held 
violation of a Wage Board order.” 

So, the funds were plac ed in escrow. The members all of the time 
were all of the opinion, or at that time, were of the opinion, that the 
funds would be paid Into Las \ egas or Reno originally and they would 
be covered immediate ly. So, I had a reoular barrage of letters and 
telephone calls from the members as to why they couldn't get their 
welfare benefits. I explained to them, and went to Reno, and called a 
special meeting, and explained to them that they were only one of = 
unions out of the 19 in the building ah ades that had to obtain Wa 
Board : approvi il be aie emp love rs had to pay the contribution. 

It went on for several months, | believe 8 or 10 months, before W age 

Board’s approval ever come through, and then the Wage Board’s ap- 
proval, as I remember it, was retroactive part of the way, not all of 
the way, or it may have been retroactive through the whole period of 
time. I don’t recall what the approval of the Wage Board was, but 
I know it was finally approved. 
The men in Reno, because of the small group, which represented 
about 50 or 60 men, I think, and I don’t recall the exact number, knew 
they would have a considerable amount. or problems administering 
their own welfare funds, and trying to take care of their own claims, 
and sending them through an insurance company and all, or whatever 
the requirements were, and they wanted to come into Vegas or into a 
larger fund. 

So, naturally, [had been encouraging and still encourage all of them 
to get under an wnbrella plan or get under a plan where they are 


r that welfare-contribution approval 





covered for as large an area as possible. 

During this period of time, I was confined in the apes as well 
as ben o confined at home In bed for a consideral le pe ‘riod « f time 
because of a physical condition. Finally, some ot these men from 
Reno came down and seen me and asked me about the money. TI said, 
“Tt is vour money. You people when it is approved by the Wave 
Board can do whatever you want to. You can keep it in Reno, or 
you can put it in Vegas, or you can do whatever you want to. [ don’t 
have an ything to say, other than to recommend to vou. But I recom- 
mend that you e ither come into Vegas, or from Vegas to Los Angeles 
or Oakland.” 

They were closer, actually, to the northern California plan. ‘They 
said. “We do not want to go into Oakland because Oakland does not 
have the ame benefits as Las Vegas and Los Angeles have. We want 
to go into the plan where we vet the most benefits and our contribu 
tion is higher than the northern California plan, which was only 614 
cents at that time. So, I said, “I will recommend to you men that 
you contact the trustees of this local plan here and see what can be 
worked out, and if you want me to, I will assist vou in being admitted 
in the southern plan. In fact, the local unions down there have voted 
to take anyone into the plan throughout the tri-State area.” 

That is the way I became connected with that transaction. 

Then, Las Vegas in the meantime, were locked out. The men were 
out on the streets 7 weeks. A lot of litigation ensued. When we made 
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the settlement agreement, the local union told me l was assist 
negotiations—the membership of the local union said— 


We want one thing from these employers 


and they voted by a large majority to doit. 


We want these employers to stipulate that they will nsfer the Las \ 
funds into the Los Angeles fund nd that the \ ke he ‘ tril 
the fund, because we are not getting the efficiency on our claims hers { f 
could get out of the southern California group 

The men made that asa matter of a motion Las Veo i] 
a letter. to the best of mv know ledge, to Los Angeles, te econie 
with this plan. 

There had been previous action by the trustees of this pla » LO TAKE 
mn any local in the tri-State local that wanted to come in. Natu 
those men were accepted, to the best of my knowledge. At least, t 


were admitted. 

Mr. McCabe. Mr. Hanley, I take it from all of this— 

Mr. Haney. May I continue, sir? I wasn’t through. 

Mr. McCane. You may, indeed. But, let me see if I can help ex 
pecite this. If not, vou 20 right ahead at the pleasure of the Cha 

The employees under the Rei oO plan had contributions held un | 
cause of a Wage stabilization regulation ? 

Mr. Hanuiery. Richt, sir. 

Mr. McCase. And their came a time when that restriction was lifte« 
and they vere eligible for these benefits under the welfare pla 1 { if 
was negotiated. There also came a time when the Reno Jocal was 
merged, became a part of the southern California, Arizona, and 
Nevada plan. All of this was in your territory. I wonder if you 
can tell us the time when that plan beeame effective, when t] F 
actually took place, and whe ther vou, as inter ational repres tril 
have a specific record of the dates on which these Reno employe 
came eligible under the umbrella plan. 

Mr. Haney. No; I cannot tell you a specific date, because there is 
always a question as to the eligibility period, The on ly pi rts | pl: Ve | 
in that was insisting that they have their contributions paid into the 
welfare and that they be eligible according to the welfare rules. IT had 
nothing to do with the ruling on their eligibility. when their co 
tributions came over here. I had nothing to do with recording then 


contributions whatsoever. The only thing I could LO by s wher the 
joint board of trustees had done and what the administrator would do, 
Mr. McCasr. But vou have no record and no correspondence h 


would precisely fix the time at which this local became merged under 
the umbrella plan ? 

Mr. Haniry. No, sir. If I did, I would be happy to give it to you. 

Now, may Lexplain further on this check, sir / 

Mr. McCane. Yes, sir. 

Mr. Han tery. As to this check, as IT understand it and was told, it 
was brought to Las Vegas by the Reno trustees, a Mr. Woodbury and 
a Mr. Don Clore. 

Mr. McCapr. You also told us that there was an audit necessary. 
What was that audit ? 

Mr. HANLEY. That was an audit bv Occidental Insuran e Co. to see 
if any of the funds in the Vegas welfare had been used to pay bene 
fits to the Reno men. 
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Mr. McCane. We have a record, Mr. Hanley, of an Occidental audit 
in 1954 covering that subject. Is that the one you refer to, sir? 

Mr. Haney. That is the one I refer to. It was requested by me 
in 1953, sIr. 

Mr. McC What I wish you would tell the committee, if you can, 
Mr. Hi: aoe: a why this check, which was drawn in J: anuary 1953. 
delivered to you in approximately June of 1953, did not find its way 
into the welfare fund until April of 1954, some 15 months later, when 
it was money set aside to pay the insurance premiums for employees 
in Reno Loeal 267 
Mr. Hanutry. The reason that this money was turned over to me 
is because of the fact that I] handled the negotiations in Las Veons 
when the funds were transferred from Las Vegas to Los Angeles. In 
other words 

Mr. McCane. Mr. Hanley, maybe I didn’t make myself clear. I 
wanted to know if you can tell the committee how it came to be that 
a check drawn in Janu: iy 1953 did not reach the purpose for which 
it was drawn until April of 1954, 15 months later. 

Mr. Han tery. I don’t know who had the check between January and 
June or July. 

Mr. McCasr. Did you inquire into that situation when you came 
into possession of that check in June? It was then 5 months old. 

Mr. Hantry. No, sir: I did not. 

Mr. Mc Cane. You did not question who had held up the check cov- 
ering premium payments for your members for a period of 5 months? 

Mr. Haney. No, sir. I] presume the employees or the trustees in 
Reno. I was sick in bed. 

Mr. McCane. I just wanted to inquire whether you had occasion 
to question that time lapse when you came into possession of the 
che k. 

Mr. Hanury. No, sir 

Mr. McCase. Can you tell us following that what was the reason 
for the delay in depositing that check in the Bank of America in Los 
Angeles? 

Mr. Hantry. The check was deposited here, according to this check, 
on July 6, 1953. I don’t know whether I got the check on July 1, 
whether I got it on June 20, or June 1. I don’t know, sir, what day 
I got the check. I know I brought the check, as I recall, immediately 
here and put it in this bank to be deposited to this fund as soon as an 
audit was complete by Occidental on the Reno and Las Vegas situa- 
tion. 

Mr. McCanr. You requested the bank to hold that check until such 
time as an audit had been completed ? 

Mr. Hanutry. Yes, sir; to the best of my knowledge, I did. 

Mr. McCane. And what action did you take, if any, after such an 
audit / 

Mr. Hantey. After such an audit, when the auditor advised me, 
and I had an audit from the Occidental Insurance Co.. which is now 
in the office, I turned it over to the fund and had a eashier’s check 
drawn. 

Mr. McCane. Can you explain to the committee what relationship 
this check had which represents a total amount in an escrow fund, 
what relationship this check had to the audit which you sought and 
which you refer to? 
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Mr. Hantey. I think if you will check the records thoroughly, you 
will find that some of the men in the Reno local were paid benefits out 
of Las Vegas, and some of the men out of Reno, some of the em 
ployers, referred their contributions direct to this office here through 
confusion. I was not able to go there and straighten out any of the 


problems that came up over a period of months. I don’t know, sir. 
The only thing I know is this, that there was some confusion as to 
whether or not men had been paid out of Las Vegas funds, and if 


they were paid out of the Las Vegas funds I wanted to see if there 
was maybe $2,000 due this check into the Las Vegas credit when it 
was transferred here. i wanted to see it properly distributed and I 
wanted to see an audit so that at all times there would be an aeccount- 
ing of the funds. That was my reasoning behind it. 

Mr. McCase. For that reason, the check was held by the bank from 
July 19538, until April 1954? 

Mr. HANLEY. Yes, sir. The audit didn’t come through until the 
early part of 1954, the audit from Occidental. 1 think your records 
will reflect that. 

Mr. McCane. When that check was finally processed in April 1954, 
the credit that reached the assets became a part of the assets of the 
sheet-metal workers’ fund; did it not ¢ 

Mr. Hantry. Yes, sir, to my knowledge. That is where it went. I 
know I turned it over to the fund. I guess they deposited it in the 
bank from there, sir. I do not control their deposits, do not have any 
thing to do with their funds in that welfare when I once see a trans 
action is conducted such as this one here. 

I took an interest in it because there was confusion as to whether or 
not the Las Vegas fund had been pay ing benefits to the Reno men or 
premiums to the Occidental here. That was my interest in it, to keep 
the money properly distributed and to see that the funds were audited 
at all times. 

Mr. McCase. Do you know whether anybody obtained a cashier's 
check from the bank during the period when this check was held up ? 

Mr. Hantry. Well. at the conclusion of the audit, I went down with 
Mr. Fuller and someone else and obtained a cashier’s check and signed 
it over to the welfare fund, sir. 

Mr. McCase. Prior to that time, do you know whether anybody ob- 
tained a cashier’s check ? 

Mr. Hantey. Regarding this fund ? 

Mr. McCape. Yes. 

Mr. Hantey. Not to my knowledge; no, sir. No, sir. 

Mr. McCapne. I have nothing further on that point. 

The CuamMan. I have no questions. 

Mr. Holt? 

Mr. Horr. Mr. Hanley, I do not think this has been covered, and if 
it has somebody will let me know about it. Did you help negotiate 
and set up this northern California program ? 

Mr. Hantry. No. May I explain that, sir? 

The northern California plan was negotiated by a Mr. Lloyd 
Childs, a Mr. Frank Burke, and an international representative by the 
name of Louis J. Martin. 

Mr. Horr. That is before your time? Is that your district ? 

Mr. Hantey. No, sir: it wasn’t my district at that time. Mr. Martin 
later resioned and that entire district was assigned to me. I had just 
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Dee! put on when that ! ippened., | was actually a special organizer. 
Mr. Horr. How old is that plan 4 
Mr. Hanvey. That plan went into effect—it was negotiated in July 
of 1950 and went into « ff t on October 1, 1950. I] am not sure of the 
exa dates, 
Mr. Hour. Do you know who the carrier is on that? 
Mr. Haney. Occidental. 
Mr. Hour. Mr. Jones lost that ? 
Mir. Hanuey. I understand subsequently he has lost that to Pacific 
M itual who has a lower bid, or lower retel tion and SO forth, or 
somet ne, I don’t know what the ramifications are. I was there 
everal times. 
Mr. Hour. When it was under your jurisdiction, what I want to 


know is did you help Mr. Jones? You seemed to work together on 

Mr. Haney. May | explain what the relationship was ¢ 

Mr. Hour. Yes. I think it is clear, but go ahead. 

Mr. Hanitey. When the plan was first negotiated in northern Cali- 
fornia, I did not assist in the negotiating of that plan. I was in 
charge of the southern California area, Nevada, and Arizona. Mr. 
Martin was in northern California. 

Mr. Hour. I understand that. 

Mr. Haniey. All right. I did, on several occasions meet with 
Mr. Martin, Mr. Burke, and Mr. Childs, to become familiar with the 
welfare and what they were negotiating. They were handling the 
negotiations there and they were han¢ ling the policy there. 

Mr. Horr. What was your assignment at that time ? 

Mr. Haniey. My assignment was just in southern California, Ari- 
zona, and Nevada. I had nothing to do with anything in Oakland 
or San Francisco. 

Mr. Horr. All right. 

Mr. Hanuey. After the plan was negotiated up there and we were 
negotiating this plan | 


ngs, you know, setting them up. 


rr 


here or attempting to negotiate it, Mr. Childs 
came down here upon my request, and a Mr. George Lauer, who is an 
employer from Oakland, came down here to assist me in a meeting 
with the sheet-metal contractors in the chamber of commerce building 
to advise them the reasons for establishing the welfare plan in north- 
ern California, in other words to sell them on the proposition, 

Mr. Hoir. You were going to give me your relationship with Mr. 
Jones. 

Mr. Hanury. Yes,sir. I will give that to you in just a minute. Mr. 
Lauer also spoke to them in relation to the welfare. ‘They were asked 
who was the broker and who assisted in negotiating this plan. It was 
then brought out that a Mr. Jordan Jones was. I had never met Mr. 
Jones before that time. On a later date, when I came to town one day 
to work with Mr. Artman, who was the business manager, Over a clis- 
pute or over wage negotiations, Mr. Artman had the welfare commit- 
tee and the executive board of the local union in to a meeting with 
Mr. Jones and a man by the name of Wes Wright, and they were 
discussing the welfare plan, had a lot of charts and a lot of formulas 
and everything drawn out on a big conference table and were dis- 
cussing the welfare plan. 

Mr. Hour. Mr. Hanley, you met Mr. Jones at this-meeting ? 

Mr. Haney. That is where I met Mr. Jones. 
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Mr. Hour. That is all I want. I do not want all these details. 
Secondly, and I do want to proceed along here, who was the broker 
on this Pacific Mutual plan in northern California now under your 
jurisdiction ¢ 

Mr. Haney. That is no longer under my jurisdiction. 

Mr. Hour. It was not originally and then it was and then it was not ? 

Mr. Haniey. For your information, I have been discharged. 

Mr. Horr. I missed that part. Do you know who the broker is? 

Mr. Hantey. No. 

Mr. Hour. That is all I want to know. Thank you. 

The CHatrmMan. Mr. Lucas? 

Mr. Luc is. No questions. 

The Cuatrman. Mr. Miller? 

Mr. Minter. I have no quest 

The CHarrmMan. Is that all ¢ 

Mr. McCane. Yes, sir. 

The CuairmMan. Thank you. 

Mr. Bervrrry. May Mr. Hanley have maybe 5 minutes to explain 
a couple of things that bother us about the testimony? We will try 
to make it short. The question of retired people ind the question I 
the Bakersfield employers are the points. I don’t know whether the 
committee feels that is clear or not. 

The CuarrmMan. I feel we have covered the field. 

Is that something to do with welfare funds? 

Mr. Hantey. Yes, sir. 

The Cuatirman. What is the question on retired matters / 

Mr. Hani EY. a here were several questio} Se Mr. Chairman. 

Mr. Hour. The retired people are the culinary workers / 

Mr. Hanuey. This was in the sheet metal workers, Mr. Chairman 
Mr. Dandy Was questioned to it at leneth on it. 

Mr. Hour. On what? 

Mr. Haney. Regarding retired sheet metal workers paying their 
own contributions. 

Mr. Granam. That is not the point. 

Mr. [ANLEY. Can | make a statement here on that. Mr. Chairman ? 

Mr. Berverry. May we introduce this in evidence? I don’t know 
if you have seen it before. It is the original ( all for bids On this pla 

Mr. Hani Ex « It was sent out to bo companies and agents. 

Mr. Bi RUEFFY. That is the one which Oce idental I id S10. 

Mr. McCanr. I wonder if that is part of the material which has 
already been accepted by reference and brought here by Mr. Hanle 

Mr. Berverry. That is possible. 

Mr. McCape. | believe all of the mate! al has been made l part 
of the record | \ reference. 

The Cuarrmman. Mr. Counsel, we are anxious to move along. We 
have other witnesses. Will either you or Mr. Hanley or both of you 
together submit a statement on that question? We will receive it in 
context here. 

Mr. Berverry. I was going to ask you if we couldn't save time by 
filing our written statement on all of his testimony. 

The Cirarrman. We will be glad to have your statement. We will 
have no objections. I thought maybe you wanted something in context 
to follow right here. 
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Mr. Hanley, you will submit that statement, then, to the committee ? 
Mr. Haney. Yes, sir, I will, sir. 

The Cuarrman. Allright. Thank you. 


Mr. Bervuerry. It may b little t 

The CHairmMan. That is all right. 

Th formation ret red to will be available for reference when 
PUrnIsied, ) 


We will take a 10-minute recess before the next witness. 
(B eT recess. ) 
Phe ( HAIRMAN.,. Th nearing W | please come to order. 
Mr. McCapr. Mr. M erll i 
The CHarrMan. D olel wear to tell the truth, the whole 
' 


truth, qi rie no hut t uta, SO Ihe p you God? 


ir MULHERIN. | do. é e 


TESTIMONY OF THOMAS M. MULHERIN, CPA, LOS ANGELES, CALIF. 


Mr. Mc \BE. state your full name, please. 

Mr. Munuertn. Thomas M. Mulherin. 

\Lr. Mi CABE. And your address ? 

Mr. MuriuHertn. Los Angeles. 

Mr. McCarne. Give us your full address. 

Mr. Muruerr. 1138 North Kenmore Avenue, Los Angeles, Calif. 

Mir. Vict ABE. You Or’ pat oO ; 

Mr. Munmertn. I am a certified public accountant in California. 

Mr. McCasr. Would you tell us how long you have been engaged in 
this type of work, sir? 

Mr. Mu.tuerr. Just since the first of April 1953. 

Mr. McCane. Prior to that time, what was your occupation ? 

Mr. Murtuerrin. I wasa pecl il agent of the FBI for approximately 
o4 years. 

Mr. McCapnr. Engaged in what type of work, sir? 

Mr. Mouruerr. Principally accountant. I was in charge of the 
Nev ¥ rk ( ffi ec. i] sotar as the accountants were concerned, for several 


years. 
Mr. McCarr. You have been engaged by this subcommittee to con- 

duct some investigative work in the accounting field, is that correct, + . 

7 


Mr. Murnertn. That is correct; sir, yes. 

Mr. McCarr. Would you tell us what work you have done for the 
committee in this capacity ? ; 

Mr. Muinertn. The work IT have done for the committee consisted 
of an examination of records made available by the administrator of 
the teamsters welfare fund Mr. ( ‘harles ©. Cross. That is the South- 
ern California Council of Teamsters, No. 42 Welfare Fund. 

In addition to that, at your request, I made a trip to Seattle and 
made ‘al examination of res ords of Mr. George C.: Newell. the broker 
for the teamsters welfare funds made available to me, and also made 
interviews In « onnection with that activity. 

Mr. McCarr. Would you tell the committee the number of funds, 
the number of employees, and the contributing employers, connected 
with these various funds you examined ? 

Mr. Munnerrn. I have the figures as of the end of the last fiscal 
vear which was May 31,1954. At that time, the teamsters of southern 


California were operating 13 trusts, 60,302 employees were covered, 
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and there were 3,287 contributing employers. That information was 
supplied by Mr. Cross’ office. 

Mr. McCasr. Who is Mr. Cross? 

Mr. Mcurtuerti. Mr. Cross is the administrator of the welfare fund 
for the teamsters in southern California. 

Mr. McCase. And in that capacity, can you tell us how much 
welfare fund money was represented by the trusts which Mr. ¢ 
administered ¢ 

Mr. Muruerin. The funds have been gradually growing. As of 
the end of the last fiscal year, and this is a year’s figure, the fiseal y 
ending May 31, 1954, there were received in all the trusts S6.325,587.72 

Mr. McCape. And how much of that sum was used for insurance ? 

Mr. Muruerin. $6,107,468.23 was paid in premiums. 


Mr. McCape. And how much is represented in administrat ve costs ¢ 
Mr. Muimertn. There were received during that last fiscal ys 
the office of Administrator Cross, $264,652.13 Che whole amount 
wasn't spent. There was spent $255,776.51, and the differs 


added toa surplus already existing na separate fund, an admit tra 
tive fund which they maintain, and at the end of that fiseal year there 


} 


was in that administrative fund in the form of cash deposits $13,762.17, 
in addition to an investment in furniture and fixtures, unamortized or 
undepreciated, of S28.471.08. 

Mr. McCasre. What isthe source of these funds ? 

Mr. Muiuerin. The funds received by Mr. Cross? That is what 
you are addressing the question to? 

Mr. McC ase. Yes. 

Mr. Murnerin. They come principally from a 4 percent rebate 
given by the insurance company. In one instance, it is the Pacifie 
Mutual and in the other it is the Oecidental Life Insurance Co. 

Mr. Me CaBr. You also Say you had occasion to interview the broker 
who handled the insurance in these cases, and vi say he is a Mr. 
Newell in Seattle. Will you tell the committee the circumstances 
under which you delivered the committee's subpe ha to Mr. News | 4 

Mr. Mutnyerin. I delivered the subpena to a Mr. Newell immedi- 
ately upon my arrival in his office in Seattle. He informed me that 
he was suffering from a heart condition which excitement might ag 
gravate. I asked if he would obtain a doctor’s certificate to that effect 
and he did. | have it here. I have both the subpena and the doctor’s 
certificate. 

Mr. McCasr. Mr. Chairman. I suggest that the doctor’s certificate be 
accepted to explain Mr. Newell’s absence. 

(The certificate referred to was filed with the committee, al d is 
available for reference. ) 

Mr. Lucas. Reserving the right to object, what are you trying to 
prove, ¢ ‘ounsel, the reason he cannot appear as aw itness ? 

Mr. McCape. Yes. 

Mr. Lucas. I think we can take that from Mr. Mulherin’s testi- 
mony. I see no objection to receiving this in the record, but it ought 
not to be printed in the body of the record. but for reference purposes 
only, unless you have some other point which you will elaborate upon. 

Mr. McCase. No, sir; it is merely to explain Mr. Newell’s absence. 

Mr. Lucas. I will take your word for it or the witness’ word for it. 
I have no objection. 

The CHamman. Without objection, it will be received. 








310 WELFARE AND PENSION FUNDS IN LOS ANGELES AREA 

Mr. McCapne. Mr. Mulherin, can you tell us about the business of 
Mr. Newell, who his partners are and the extent of their interest ? 

Mr. Mutuerin. Yes, sir. Originally, Mr. Newell’s partner, only 
partner, was an Arthur S. Morganstern, now deceased. Commenc- 
ing on July 1 of 1952—well, I want to modify that first statement to 
the effect that Mr. Morganstern, Mr. Newell and their respective wives, 
were partners in this business. At the commencement of July 1, 1952, 
a new partnership agreement was formed after Mr. Newell and his 
wife had bought out the Morganstern estate and Mrs. Morganstern 
personally, so that following the formation of this new partnership, 
the partnership consisted of George C. Newell, trustee, Geraldine 
Newell, who own jointly 75 percent, Samuel Bassett, the union attor- 
ney at Seattle, as trustee, owned 121% percent, a Mr. Nugent La Poma, 
who is the secretary of one of the locals in Seattle, owned 121 » percent. 

Mr. McC . What local is that ? 

Mr. Mutunerr. As trustee. 

Mr. McCasne. Secretary of what local? You say one of the locals. 
What local are you referring to ¢ Is that a teamster local you are 
referring to? 

Mr. Murunerrn. Yes, sir. ar A. C. Bondcutter owned 21% percent. 
He is the principal employee in Mr. Newell’s office. I would like to 
add at this point an explanation of which Mr. Newell wanted to 
submit to the committee in connection with these union ownerships, 
if I may. 

Mr. Newell said that the reason that these individuals, this Mr. 
Bassett and Mr. La Poma, who are union representatives, were given 
this 1214 percent interest, which they were given—it was a contri- 
but ion rather than a purchase—was this: He said Mr. Dave Beck, who 
is head of the teamsters union, had made a promise to raise funds, 
No dan? t recall the exact amount but he thought it was about a million 
dollars a year, for the City of Hope, which is a hospital organization, 
as he described it, in the Los Angeles area, for the be nefit of working- 
men, generally; that Mr. Beck came to him and asked if he could make 
any suggestions as to raising funds, in accordance with Mr. Beck’s 
promise which he found was a little larger than he was able to meet 
easily. 

Mr. Newell said that he suggested to Mr. Beck that he would give 
them a part in this business which was maintained for union welfare 
funds and union insurance funds. Mr. Beck said that would be fine, 
but that he would handle it through a trusteeship. 

Pursuant thereto, both Mr. Bassett and Mr. La Poma were named 
as the trustees. 

Mr. McCapr. Can you tell us from your examination of the records 
what was the yearly income of the business of Mr. Newell in dealing 
with welfare funds? 

Mr. Mcutuertn. For the year, the fiscal year, ending February 28, 
1954, the income from this union business amounted to $459,969.61, 
and for the 6 — period ending August 31, 1954, it amounted to 
$268,047.44. As of August 31, there had been no Se of the 
fund. floweve r, as of the end of the fiscal year ending February 28, 
1954, after all expenses had been paid, there rem: ained $332,091.56. 

Mr. McCapne. Now, can you tell us what disposition that was made 
of this? 

Mr. Munuertrn. It was distributed in the following manner: Mr. 
Newell received $129,735.10. His wife received a similar amount. 
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There was credited to Mr. Bassett $34,510.34, and a similar amount to 
Mr. La Poma as trustees. Mr. Bondecutter received $3,600.70. 

gs respect to the amounts that were credited to Mr. Bassett and 
Mr. La Poma as trustees, they were credited as payments on a note for 
$67,500, as I recall it, that was given originally for their interest in the 
business. It was credited to that note. Since that time, Mr. Newell 
tells me that because internal revenue tried to tax Mr. Bassett and Mr. 
La Poma on funds which they hadn’t received but were merely credited, 
they are changing the situation, so that the moneys as they accrue will 
build up as capital equity and at the same time they are making a1 
appeal to the Bureau of Internal Revenue to make the funds tax 
exempt. 

Mr. McCane. According to the report shown to you by Mr. Newell, 
were any payments made to union officers in connection with this union 
welfare fund business ? 

Mr. Mutnertin. Yes, sir, there were. 

Mr. McCasr. Would vou tell us what they are, please / 

Mr. Mutuerin. Mr. Newell showed me a Copy of his return. his in 
come tax return, for the year 1953, which showed a payment of 85.14 
to Mr. Frank Brewster. who he state «| was Mr. Beck’ Simaninec ‘he ure of 
the western conference. I asked Mr. Newell the reason for this pay 
ment, and the extent of tt He said that for the past 3 or 4 years he 
had given a 1.000 share block of stock of Affiliated Fund, Ine.. to Mi 
Brewster, and the reason he had given it to him was in connection Ww 
their horseracing business, although the income tax return indicated 
that it was as a result of this union business. 

Mr. McCapse. Do you mean by that the welfare fund business / 

Mr. Muuiert. Well, combined in Mr. Newell’s setup, in this 
organization, there are 2 sources of funds. One is the welfare business 
and the other is the insurance business done with the teamsters union. 
In other words, each man holds a thousand dollar policy, as he ex 
plained it to me. 

Mr. McCape. Can you tell us what is the Breel Co., Inc. 7 

Mr. Mt LHERIN. The Breel Co.., Inec., isa corporation consisting or, 
rather, of which the stockholders, to the extent of 50 percent, are Mr 
Frank Brewster and Mr. Newell. The B-r-e are the first three initia 
of Mr. Brewster’s name, and the e-] is Mr. Newell’s last initials. They 
have been oper ating a horseracing business, maintaining stables. 

Mr. McCase. Can you tell us the interest of each of these gentlemer 
in this corporation ¢ 

Mr. Mutuertin. Fifty percent. 

Mr. McCase. Can you tell us how much that represents in terms of 
money / 

Mr. Mutnerr. Mr. Newell pointed out that he was in better 
financial position than Mr. Brewster, and accordingly he has made 
more contributions than Mr. Brewster, and in addition to the $50,000 in 
stock divided equally among them, he had advanced in the form 
of an account payable, that is, Mr. Newell, $45,413.46 while Mr. 
Brewster had advanced $15,388.38, which amounts he got from the 
books. He permitted me to examine them at the time. 

Mr. McCapse. Did you have occasion to audit the books of this 
corporation while you were in Seattle? 
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Mr. Mcutuerr. Time did not permit. I made what would be called 
a survey. I looked through the cash disbursements and cash receipts, 
expenses generally. That is all. 

Mr. McCane. Among the payments made to Mr. Brewster, you 
mentioned, I believe. a th iousand shares of Affiliated Fund stock. Can 
you tell us whether you found any others in connection with the 
welfare fund business in which Mr. Newell is engaged ? 

Mr. Muiuerr. In addition to this yearly contribution of a thousand 
shares, there were payments to Mr. Brewster, however, you couldn't 
( haracterize thre nas being pay ments on his own behalf. For example, 
in the vear of 1954. there are two checks. one for $20.000 and one for 
$12,500 drawn out of this welfare fund business and turned over to 
Mr. Brewster, payable to him, and shown on the welfare fund books 
as loans to Mr. Brewster. I asked Mr. Newell about that and he said 
that will clear out through the Breel books, which he brought to me and 
I examined. It shows that Mr. Brewster did buy race horses with 
this $20,000 and with this $12,500 and it was credited and became a 
part of this forty-five-thousand-odd dollars which was shown as pay- 
able to Mr. Newell on his books. 

Mr. McCapsr. Were there any other payments made from Mr. 
Newell’s welfare fund business to any union officer or employees? 

Mr. Murinerr. Direct payments? IT was unable to find anything 
in the books to show direct payments, except entertainment. 

Mr. McCane. Did you h: ive occ asion to learn from Mr. Newell the 
nature of the entertainment in connection with welfare fund business ? 

Mr. Muniuerrn. I asked Mr. Newell about the reason for enter 
tainment in the welfare-fund busin ess, and he said that he considered 
the officers of the teamsters union, partic ‘ularly the secretaries, like Mr. 
Cross, occupy a position of statistician, his customers, and he endeavors 
to keep them happy by having them entertained insofar as possible. 

Mr. McCane. Did you have occasion to examine any of these ex- 
vense accounts 4 

Mr. Mutnertn. Yes, sir, I did. 

Mr. McCarne. Would you tell us what you found in that exam- 
ination / 

Mr. Murnerin. There is an account on the books called travel and 
entertainment, to which a casual observation indicated that at least 
half of it was entertainment. For the year 1953, for the fiscal year 
1953, that account totaled $20,246.18, of which $15,808.29 was shown as 
being chargeable to the State of California, which would include both 
southern California and northern California. And for the 6-month 
period ending August 31, 1954, there was a total of $13,657.17 charged 
to this account. 

Mr. McCane. I have no further questions. 

The CHamman,. Getting back to this buying of race horses, did 
I understand that was from welfare money ? 

Mr. Mu.nertn. No,sir. As I indicated in the early part, the funds 
received as commissions in this welfare fund business to the extent 
of about $460,000 during the last fiscal year is profit to the extent of 
about three hundred-thirty-thousand-some- odd dollars. 

The CHairrMan. In other words, it is gross commission of 16 less 
certain expenses which bring a net of $330,000 income to Mr. Newell 
a year from his insurance business as a whole? 
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Mr. Mutnerin. No, that is restricted to the business done for the 
teamsters. He holds that as a separate entity. But it does consist of 
two factors, not only these welfare funds but also commissions on these 
life insurance policies which are sold to the teamsters, But it is 
restricted to the welfare fund and that type of insurance. He carries 
his general insurance business in the name of a corporation, a different 
corporation. 

The CHarrMan. These commissions of Mr. Newell, totaled $460,000 ? 

Mr. Murnertin, That is right, approximately. 

The CuatrMAN, Is that his total business 4 

Mr. Muiuerin. No, that is restricted to the welfare fund business. 

The CHairMAN. Just commissions for handling welfare fund place 
ments, is that it, like insurance placements ¢ 

Mr. Mutwerin. That is right. I have tried to restrict my state- 
ments to the welfare-fund business except where Mr. McCabe has 
asked me questions regarding Breel, Inc. 

The CHairMAn. The net profit, you say, is $330,000, the net com 
missions ¢ 

Mr. MutHeErIn. Yes, sir. 

The Cuarman. That means $130,000 is charged off to expense, 
right, of some type ¢ 

Mr. MuLHerin. Yes, sir. 

The CuHarrmMan. That $130,000 charged off to expense what does 
that consist of 2 

Mr. Munuerin. Well, it consists of salaries, travel, commissions, 
stationery, maintenance of an office. 

The CuHatrmMan. How large an organization has he? 

Mr. Muruerin. He has in Seattle—and again I don’t have the exact 
figures unless 1 count them—the welfare business, he has 13 people 
on the whole of the welfare business. Where these joint councils are 
located, like in Los Angeles, he has two employees, a secretary and 
Mr. Tony Bubenas, who represents him here. The same is true in 
the San Francisco area and Seattle area. He covers 11 western States. 
These 13 employees consist of those 2 at the strategic points plus his 
office employees. 

The CuatrMaNn. I believe you said that a Samuel Bassett, attorney 
for the teamsters in Seattle, and La Poma, secretary for one of the 
teamsters in Seattle, each held a 1214-percent interest as trustee in 
Newell’s business. What would the term trustee mean? 

Mr. Mournerin. I inquired into that trustee, and as Mr. Newell 
explained to me, they were trustees on behalf of the City of Hope. 
In other words, any money that was accrued to them was supposed 
to go into this charitable organization known as the City of Hope, 
which, as I understand it, is for the benefit of working people gener- 
ally. I asked for a copy of the trust agreement but haven’t been 
able to get it. I talked to Mr. La Poma telephonically; I didn’t have 
time to really go out and see him, and he said he thought there was 
a trust agreement, but that Mr. Bassett, who was the attorney would 
know about it, and that he was merely a nominal figure and would 
not be able to give me any information. 

Mr. Horr. At this point in the record, I think we ought to insert a 
clarification of the City of Hope. That is a very worthwhile chari- 
table organization in this area, 
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Mr. McCase. There has been no question raised about its purpose 
here. 

The CHatmrMan. I noticed you said something 
froma Mr. Brewster to buy race horses. 

Mr. Mutuerin. There were two checks so far this year, one for 
$20,000 and the other for $12,500, withdrawn from Mr. Newell’s part 
of the earnings, the net earnings of the welfare business and given to 
Breel, Inc. Breel Co., Inc., is a corporation which maintains racing 
stables, and which takes horses around the country and runs them at 
various tracks. It is a business. 

The CHatrMan. A profit organization, would you say ¢ 

Mr. Munnerr. Yes. This 820,000, although payable to Mr. Brew- 
ster, is shown on the welfare fund books as a temporary loan to Mr. 
Brewster. It is shown on Breel, Inc., and so explained by Mr. Newell 
as being used for the purpose of buying horses. U Itimate ‘ly, through 
the books, it was credited to Mr. Newell’s account payable. So that 
the corporation is obligated—— 

The CHamman. It is not necessarily Mr. Brewster’s money, then. 
It is Mr. Newell making some type of speculation through Mr. Brew- 
ster, is that right ? 

Mr. Murneri. If I indicated that I was making a speculation that 
it was, I tried to make it very clear that it was credited to Mr. Newell 
as an account payable on the books of Breel Co., Inc., and not to Mr. 
Brewster, although the checks themselves were payable to Mr. Brew- 
ster. 

The Cuairman. What is Mr. Brewster’s regular job? Does he have 
something to do with horses ? 

Mr. Munnerin. Yes. He takes the horses around from place to 
place. However, his principal job is head of this Western Confer- 
ence, as Mr. Newell told me, these 11 Western States in which he does 
business for the teamsters union. He is Mr. Beck’s assistant as vice 
preside nt. I understood that from Mr. Newell. 

The CHatrrman. Who owns the horse-racing business, or raises 
horses, or whatever it is ¢ Who owns that? 

Mr. Mutueri. Mr. Brewster and Mr. Newell. They each own 50 
percent of the stock. 

The CuHamman. Where is that located 2 

Mr. Murinertn. The office is located in the State of Washington. 
It isa Washington corporation. However, they do bring their horses 
down here to Santa Anita, Hollywood Park, and on— 

The Cuarman. Just a moment. Mr. Mulherin. was Mr. Brewster 
in any way tied up with Mr. Newell in connection with insurance, com- 
missions, or anything of that sort ? 

Mr. Murnertn. Except insofar as this money is shown by Mr. 
Newell in his tax return which he showed me as coming from this wel- 
fare business, consisting of these two elements: One, welfare fund, 
and the other the teamsters insurance business, not his general busi- 
ness. —- is a schedule attached to his return indicating that this 


about $20,000 a year 





payment to Mr. Brewster was in connection with that business, al- 
though Mr. Newell said to me it really wasn’t for that, that maybe his 
accountant made a mistake. It was because Mr. Brewster was in good 


physical health, and would get up at 4 o’clock in the morning and go 
out and take care of the race horses, whereas he couldn’t do that. And 
he felt Mr. Brewster was entitled to something a little over and above 
what he himself would get out of Breel. 
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The Carman. I can understand payment for services in connec- 
tion with the payment and raising of horses. I can understand that. 
But what has that to do with money for insurance / 

Mr. Moturri. The difficulty is this: From allocating it, I have 
Mr. Newell’s statement on one hand that it came from the racing busi- 
ness, and the tax statement on the other hand indicating that it came 
from the welfare business. That is my problem. 

The Cuarrman. I have no further questions at the moment. 

Mr. Holt ? 

Mr. Horr. I have no questions. 

The CuHarrmMan. Mr. Lucas? 

Mr. Lucas. I have no questions. 

The CuarrmMan. Mr. Miller? 

Mr. Murer. There are a lot of questions in my mind, but I do not 
know how to bring them out. I am not clear on all of these figures. 

The Cuarrman. Mr. Counsel, I am not clear on all of these figures, 
either. Have you some other data there that can help us develop it‘ 
It has just been thrown at us, you might say, in one fell swoop and it 
is a little hard to break down. We do not want to do any injustice 
but at the same time we want to put blame where it belongs if there 
is blame. Can we develop this? 

Mr. McCase. Just a moment, Mr. Chairman. Mr. Bellino, you are 
an accountant and a trained CPA. Would you help us develop these 
fimures a little more? 

Mr. Benuurno. Yes, sir. Mr. Mulherin, did this investigation dis 
close any fees or moneys paid by Mr. Newell to Mr. Brewster in the 
vear 1951 ¢ 

Mr. Mouwuerin. It shows that from the Union Group Insurance 
Agency, Seattle, Wash., for that vear, Geraldine and George Newell, 
received a total of $69,710.46. The Union Group Insurance Agency, 
Seattle, I know, from both talking to Mr. Newell and examining the 
records, is this particular entity, this partnership, at that time of Mr. 
Mc rganstern and of Mr. Newell, for the sole purpose of operating this 
union Msurance business, this union welfare fund. From that he re 
ceived $69,710.46. There is only one deduction for that, that being a 
net figure to start with, and that is commission expense paid to Frank 
Brewster in the amount of $5,150, leaving a net to Geraldine and 
George Newell from that particular business of $64,550.46. 

In other words, it is tied in very directly with this union business. 

The CuarrmMan. That is as a commission / 

Mr. Mutuertn. As a commission. 

Mr. Betiino. Mr. Mulherin, in 1952 George C. and Geraldine 
Newell had partne rship income from the Union Group Insurance 
Agency, Seattle, $38,609.95, less commission expense paid to Frank 
Brewster ‘ Seattle. $5,360. Net: $33,249.95. Would this situation be 
identical with the 1951 matter ? 

Mr. Murwerin. This, again, shows as I have just indicated in 1951, 
the at from this Union Group Insurance Agency, Seattle, Wash., a net 
of $38,609.95 was received, from which a commission expense was paid 
to Frank Brewster of $5,360, leaving a net of $33,249.95, from that 
particular business. 
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Mr. Beviino. Mr. Mulherin, will you tell the committee whether in- 
vestigation showed if Mr. Brewster received the same amounts as 
neome. 

Mr. MutuHerin. It was treated as income. I would have to have the 
documents before me before I would want to hazard a statement. 

Mr. Betiino. Can you tell us your best recollection. The memo- 
randa are upstairs, but you can tell from your best recollection what 
they disclose / 

Mr. Mutuweri. As I recall it, outside of being identical in amount, 
nall amounts for each year, there was no indication tying it in directly 
with this business. 

The Cuarrman. We will proceed with the next witness. You may 
remain, Mr. Mulherin, if we need you. 

The next witness is Mr. Charles O. Cross, administrator of welfare 
funds for the teamsters. 

Give your full name and then raise your right hand. 

Mr. Cross. Charles O. Cross. 

The CHarrMan. Do you solemnly swear to tell the truth, the whole 
truth, and nothing but the truth, so help you God / 

Mr. Cross. I do. 


TESTIMONY OF CHARLES 0. CROSS, STATISTICIAN FOR THE JOINT 
COUNCIL OF TEAMSTERS, ACCOMPANIED BY JOHN C. STEVENSON, 
ATTORNEY FOR THE TEAMSTERS UNION, LOS ANGELES, CALIF. 


The Cuatrman. With you is your attorney ? 

Mr. Srevenson. John C. Stevenson, attorney for the teamsters. 

Mr. Betirno. Mr. Cross, will you state your full name and occu 
pation / 

Mr. Cross. Charles O. Cross, statistician for the Joint Council of 
Teamsters, Los Angeles. 

Mr. Beturno. Prior to becoming statistician, what was your em- 
ployment ? 

Mr. Srevenson. May I interrupt at this time? I was told, Mr. 
McConnell, we could place a statement in the record. Should we do 
that before the examination ? 

The Cuairnman. We will conclude with the examination first. 

Mr. Cross. Just prior tomy employment with the teamsters or how 
far back ? 

Mr. Beviino. Just prior to your employment with the teamsters. 

Mr. Cross. Prior to my employment with the teamsters, I was in 
the Navy. 

Mr. Beiturno. Were you at any time in the Department of Labor? 

Mr. Cross. Yes, sir. 

Mr. Beturno. The welfare fund office is located at 846 South Bea- 
con Street in Los Angeles and occupies a building owned by the sub- 
sidiary of the teamsters union, is that correct? 

Mr. Cross. The building is owned by a corporation. I don’t know 
whether you would call it a subsidiary of the teamsters. It is owned 
by a corporation. 

Mr. BELLINO. What is the amount of rent which the welfare oftice 
pays ¢ 

Mr. Cross. I believe the present rent is $1,100 a month. 
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Mr. Betriino. Does the teamsters union receive anything for your 
services from the welfare fund ? 

Mr. Cross. Yes, sir. They receive a sum of $800 a month. 

I would like to make a statement in connection with that. 

Mr. Betirno. You may. 

Mr. Cross. When the welfare plans were first set up, I was named 
the administrator, and for the first, I believe, almost 2 years of the 
operation of the welfare plan I, as administrator, drew no salary, | 

draw no salary, my salary or expenses are not paid by the welfare 
plan. My services as administrator were donated free by the team 
sters union for the first couple of vears of operat ion. 

We were attempting - operate our welfare plans under an admin 
istrative allowance of 4 percent. As the operation grew, more and 
more of my time was ti aie n up with the administration, to the point 
where 95 percent of my time is spent as administrator. 

About 2 years ago it seemed only fair to me that if 95 percent of 
my time were spent as administrator I should be paid for it. The 
question was whether I should transfer my employment from the 
teamsters as a paid administrator or not. I did not wish to transfer 
my employment. I receive certain retirement benefits as an employee 
of the teamsters. 

So I approached the trustees of the various funds with the problem 
und suggested that my emplover be permitted to bill the welf: ae fund 
some nominal amount for my services. The trustees approved that 
action, 

Mr. Betirno. Mr. Cross, would you state how it came about that 
statisticians of the teamsters, like yourself, are made administrators in 
the teamsters’ welfare plans? 

Mr. Cross. Yes. When the first welfare plan was set up in south 
ern California, it was negotiated with the employers, members of the 
Motor Truck Association of Southern California. When the fund was 
set up, the emp overs had no one to suggest as administrator. The 
unions wanted to remain as close to the administr: ation as possib le, and 
ut the union’s suggestion, and with the approval of the employer trus 
tees, I was made the administrator. 

Mr. Betuino. Would you also advise on the manner of payments 
which are made by the contributors, how they are based and what the 
rate is? 

Mr. Cross. Do you mean the employer contributors ? 

Mr. Betirno. The employer contributors, yes, sir. 

Mr. Cross. Of course, you have heard testimony here that we have 
13 different trusts. The method of payment by the employers under 
those 13 different trusts vary. For the most part, however, it is a 
straight monthly contribution in amounts ranging from the lowest. 
I believe, of $4.30 per month per employee to the highest which I be- 
lieve is $11.60 per month per employee. 

Mr. Beturno, Is that based upon the contributions that are sub- 
mitted by the contributing shops and the employer decides who should 
be included in the insurance benefit plans and makes contributions ac- 
cordingly? In other words, does he have to include every teamster 
employee from the very first day he is working for him or can he wait, 
let us say, 6 months and then begin to include him on the insurance 
plan and pay for his contribution ? 
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Mr. Cross. That, too, varies with the different plans. However, the 
contr ibution is mi ade pursui inttoa labor agreement between the team- 
sters’ union and an emp love Pi By the terms of that labor agreement, 
the labor agreement itse lf will spe ll] out the amount the employer i is 
to pay and on whom he is to pay it. 

In some of those agreements the agreement provides that the em- 
plover is to pay on his all regular full-time emp ylovees covered by the 
labor agreement who heave been in the employ of the e mployer in some 
instances 1 full calendar month. In some instances 3 full calendar 
months: and in some, 6. 

Mr. Beturno. And that includes all employees whether they are 
teamsters or not? 

Mr. Cross. No, the labor agreement covers only those people cov- 
ered by the labor agreement which would be teamsters. 

Mr. Beiitno. The contributions which the employer would make, 
could he include any employee whether or ont he is a member of the 
teamsters’ union ? 

Mr. Cross. He would not have complete free choice in the matter. 
Shortly after the welfare plans were put in, the problem arose that 
many employers had a welfare plan in their own establishment, cover- 
ing all of the employees of that establishment, union members as well 
as nonunion members, and it was pointed out to us that the taking 
out from under the plan they had of the teamster members left such 
a small handful with that employer that he could not maintain the 
present welfare plan that he had. So in fairness to that employer, 
he was permitted if he wished to cover his nonunion people with the 
benefits of that welfare plan, subject to approval of the trustees. 

Mr. Betxrno. In other words, where you have a contributing shop 
that already had a welfare plan, he did not entirely just discontinue 
that plan. That is, he discontinued the plan but he « covered those em- 
ployees who were not members of the teamsters’ union in the team- 
sters’ plan; is that correct ? 

Mr. Cross. Some employers did. Some did and some did not. 

Mr. BELLINO. How do you receive funds to operate the welfare fund 
office ? 


Mr. Cross. On the basis of a 4 percent administrative allowance 
from the insurance company. 
Mr. Betxino. In other words, the insurance company pays you 4 


percent to process the claims and issue the deahiin is that correct ? 

Mr. Cross. In a sense; I would like to explain that. In the begin 
ning, the welfare fund itself paid the administrative costs. We 
switched that over, however, by the increasing of the premium, where 
we would receive our money from the insurance company. Under 
the terms of the trust agreement itself, which establishes the trust, 
as I understand it, the trustees, being the policyholder, have the duty 
and the obligation to see to the collection of the moneys and under the 
terms of the insurance policy between the insurance carrier and the 
trustees, they also have the job of administering the plan insofar as 
collecting moneys and the payment of the drafts. 

So the obligation of paying the administrative office who is doing 
that job for the trustees perhaps properly falls on the trustees out of 
their welfare funds. However, they have arranged for the payment 
of it by having the insurance carrier remit to me 4 percent of. the 
premiums, w hich we pay them. 
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Mr. Bexturno. The contributions which are received in most 
stances are made directly to a bank, is that correct ? 

Mr. Cross. Yes, sir. 

Mr. Be.uino. Are any contributions made direct to your office from 
any of the trusts? 

Mr. Cross. Yes. There are, I think, 2 or 3 of the very smallest 
trusts that did not feel that the expense involved of having the bank 
handle it would warrant having them do it. 

Mr. Beturno. I understand you are now to be superseded as adi 
istrator by a corporation formed by the attorney for the teamsters’ 
and consisting of 12 directors chosen from among union officers; one 
of whom must be a member of the policy committee. Is this true 

Mr. Cross. No, I could not say definitely that is true. For some 
time there has been a question raised by the trustees themselves of 
our various trusts as to the problem involved with one administra 
tive office administering for 13 different trusts. It was pointed out 
by the attorneys for the employer trustees as to the matter of liability, 
should an individual come in there and hurt himself or for any reason 
want to bring suit against that entity, his attorney would probably 
end up by suing each and every individual trustee. 

Also there was a question of the equipment in there, as to what. pro 
portionate share each trust might own. 

So at the suggestion, original suggestion, of the attorneys for the 
employer trustees, it was suggested that we incorporate that opera 
tion into a nonprofit corporation who would do the administrative 
work as an independent contractor and that the trustees would ente1 
into agreements with that corporation to do the administrative work. 
A corporation has been formed. 

However, there is no group of trustees which has as yet entered into 
‘he contract or into a contract with that corporation. 

Mr. Beno. Is it the idea and the purpose also to form a copora 
tion to protect the trustees in case of any irregular payments that 
may result, any liability that may result from the exercise of their 
duties of this trust ? 

Mr. Cross. I do not believe that under the terms of the trust agree 
ment, or the policy itself, the trustees would be liable for any irregu 
lar claim. So that would not be the purpose of the corporation. 

Mr. Betirno. Have any of the trusts waived their title or interest 
in the funds which the insurance company is giving you, that is, the 
4 percent? Have they waived their title or interest for the benefit 
of this corporation as yet ? 

Mr. Cross. Not yet, no, sir. 

Mr. Betirno. Are you certain there are not at least the two that 
have done that? 

Mr. Cross. No, sir. They would not have done it, and it would 
not. be an accomplished thing until they had entered into such a con- 
tract with the corporation. At the present time that office, at least 
in my opinion, is the office of the trustees. The trustees meetings 
are held there, and all equipment and funds held by that operation is 
the property of the trustees of the various trusts. 

Mr. Beturno. I may just refresh your memory, Mr. Cross. I 
believe the minute Salk show that two of the trusts have approved 
the corporation to be formed and become part of it. 
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Mr. Cross. I believe the minute book will show that the trustees 
approve the idea of the corporation and have authorized the princi 
pal officers of the trustees to enter into a contract with the corpora 
tion when a suitable contract was drawn up. 

Mr. Betiino. Will you explain why all the brokerage business 
of the teamsters is done through one broker, namely Mr. Newell? 

Mr. Cross. The only way I could explain that would be this: 
That is that the teamsters, we want uniform administration. You 
must remember that the teamsters touch just about every industry 
that there is, or are involved in every industry, and in some instances, 
of course, the Vv represent the m: jority of the peop ye in the indus cry. 
Rather than have separate administrative offices and not being able 
to accomplish uniform administration, in order to have uniform ad 
ministration we want one broker whose original job—and he did- 
was to set up these administrative offices, set out their policies and 
establish them. That could only be done by one broker, at least in 
our opinion. 

Mr. Granam. Could it be done by some type of consultant other 
than one that actually handled and received the commission, handled 
the insurance and received the commission / 

Mr. Cross. It probably could, but it would be pretty costly. 

Br. Betiro. wed was wort Newell selected as broker ? 

Mr. Cross. Mr. Newell, I understand it, of course, as an indi 
vidual was not selected. The original broker on the case that set it 
up for us was Mr. Arthur Morganstern, an expert in that field, who I 
understand was a partner of Mr. Newell. As to how he was selected, 
I don’t know. 

Mr. BELLINO. Was there any idea of confining the brokerage in 
this one man so that the local unions would not try to get their own 
broker to handle that policy, and an irregularity might result locally 4 

Mr. Cross. I, of course, had nothing to do with the selection of 
Mr. Morganstern as the broker. I have heard, however, that that also 
entered into it, that were it not done that way, human nature being 
what it is, that individual local union secretaries, if they were per 
mitted to set up their own deal with their own broker—there might 
be some of them, I don’t know that there would—who would work 
some deal that would later prove embarrassing. 

Mr. Betirno. Do you want to add anything else to that 4 

Mr. Cross. Only the point that I covered a moment ago. If we had 
different brokers on every different case, as each one of these plans 
come into being, the trustees put specifications out to bid by various 
insurance companies. The problem of the administration then comes 
up. If we had different brokers on different cases, on each different 
case, we would have the problem of trying to maintain the uniformity 
of our plans as well as the uniformity of administration. 

Mr. Bevirno. Outside of rent, salaries and supplies, what adminis- 
trative expenses do you have? For instance, do you have travel and 
entertainment in connection with the welfare fund ? 

Mr. Cross. None that is charged to the welfare fund. 

Mr. Betuino. No travel or entertainment charged to the welfare 
fund? 

Mr. Cross. None of mine. I do travel quite extensively, but none 
of my expenses, 
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Mr. Betuino. Are there any exXpenses such as travel or entertain 
ment charged to the welfare fund ¢ 

Mr. Cross. Yes. In this administrative office, as you heard testified 
to this morning, an oper: ation of our size, handling $6 million a year, 
I have 45 e mp loyees in that oper ation, comprised of > men and about 
10 women. My office manager is called upon to very often go out to 
various employer establishments or to go out in the area in which 
{his Operation covers, to explain the plan to the members of various 
local unions or to work with employers. 

I also have a field re prese ntative whose principal job is to work on 
de es employers, and he is out in the field constantly on that. 
Both of those men do have travel and entertainment expenses in 
connection with their work. 

Mr. Beturno. What abuses have you found in connection with the 
payment of claims, or claims filed with you ? 

Mr. Cross. What do you mean by abuses ? 

Mr. Betiino. Well, re you found a situation in which you had 
to get in touch or in which you conferred with Dr. Michael, for in 
stance, on a matter of doctors, or various illnesses? Would you tell 
the committee what the teamsters’ experience has been in that con 
nection ¢ 

Mr. Cross. Yes, sir. It is my understanding that the medical pro 
fession for years base their charges on what they call the Robin Hoo 
theory of charging. That is, they base their ch: arges on the patients” 
ability to pay. Our welfare plans had not been in existence very 
long when it became apparent to us that a gre: at many doctors looked 
upon a welfare plan as simply increasing the patient’s ability to pay 
and, therefore, the »y were Inc reasing their charges ac ordingly. 

The result of such a thing as that would be that we did not have 

welfare plan for the members. It became a welfare plan for the 

octors. That was something that we had to combat: believe me. 
combating that was quite a job. We arranged meetings or tried to 
rrange meetings with the officers of the county medical association, 
and we had such meetings. But the county medical association has 
no authority over its members. It cannot tell them what to charge or 
vhat not to charge. The only way the job could be done would be 
on an individual doctor-by-doctor basis. 

We found that doctors resented laymen such as ourselves calling 
them up, questioning the amount of their charges. As soon as I could 
afford it, out of my 4- — administrative allowance, I hired a 
doctor who was interested in helping us and seeing that these plans 
worked. He had worked for us or with us for about 8 months free, 
giving us time free. As soon as I could afford it, I put him on a re 
tainer. That was to work with us in attempting to get the doctors to 
reduce their charges. 

The administration of the welfare plans is more, much more than 
the mere collecting of the moneys and paying the claims, cold 
bloodedly paying the claims. 

We are looking out for the welfare of our members. And when we 
see the doctors charging them more than they would ordinarily 
charge, because of a welfare plan, we feel we have the duty and ob li 
gation there to try to reduce that doctor bill. After all, our welfare 
plan only pays a certain amount. 
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There have been many instances where we found doctors ordinarily 
mig it charge $150 for an appendectomy ; they see the patient having 

welfare plan and they raise the charge to $250. Our welfare pli mn 
\ “ill only pay $150 so the remaining $100 ‘has to come out of the patient’s 
poe ‘ket. 

We feel we have done a tremendous job in getting the doctors to 
reduce their costs down to what the welfare plan pays. We have not 
done a complete job on that, but we have been working on it. 

Through the efforts of Dr. Michael, we are continuing to increase 
and enlarge the number or panel, as we call it, of doctors, who have 
agreed to perform for us and give their services for just the amounts 
called for 1n our welfare plan. 

Mr. Beiiino. Do your various trust funds pay the same benefits, 
with the same policy covering them all, or do they vary? 

Mr. Cross. They vary. They vary for this reason: Of course, the 
welfare plan goes back originally to the labor agreement and the 
amount of money that the union is able to negotiate in their contract 
in order to provide welfare. Welfare plans are like anything else, as 
I understand them. The more money you have to spend for them, the 
better plan you can buy. Those contracts which provided the greater 
amount for welfare naturally could buy a better plan of benefits. 

Mr. Granam. In other words, Mr. Cross, do you have 13 policies? 

Mr. Cross. That is correct. 

Mr. Beriino. And you operate not as a pool, in other words they 
are operated individually. You have 1 3 policies and each trust is 
operated individually, with expenses anit against each one? 

Mr. Cross. That is correct. 

Mr. Berirno. And it is not, as you may have heard, in connection 
with sheet metal, where it is grouped, so called, in the umbrella plan, 
and all of the expenses are charged against all of the groups in that 
particular umbrella plan ? 

Mr. Cross. No. They are all individual here. 

Mr. Betxrno. I have no further questions, Mr. Chairman. 

The Cuatrman. I just wanted to say this from listening to your 
testimony, Mr. Cross. I get the impression that you know your busi- 
ness. I believe it is a well-run fund from what you tell me. I sort 
of sense that as you talk here. 

Mr. Cross. Thank you. 

The CuatrmMan. Mr. Lucas? 

Mr. Lucas. No questions. 

The CHatrman. Mr. Miller? 

Mr. Miter. No questions. 

The CuatrmMan. Thank you very much. 

There are two things. I want you to submit a statement there which 
you have on that matter. 

Mr. Stevenson. I would like to read this into the record, if we may, 
Mr. Chairman. 

The CHatrMan. Will you read that or will someone else? 

Mr. Srevenson. I think perhaps because Mr. Cross is testifying 
and is under oath, he should read it. 

Mr. Granam. Is this Mr. Cross’ statement ? 

Mr. Srevenson. Yes. 

Mr. Cross. Representing the Western Conference of Teamsters, 
which embraces the teamster organizations of the 11 Western States, 
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we submit the following statement to clarify our viewpoint on health 
and welfare benefits and operational p Jans for their administration. 

First and foremost, we are 7c patt hetic: ally n § ett ort of the idea 
that such funds be administered honestly and efficiently for the benefit 
of union members. 

Here, however, may we distinguish between regulation which as- 
sures such honesty ae a iency, and meddling with | ene fits or their 

yportionment. As an examp le, yesterday union mem ers _ re 
as a death-benefit oo ance were referred to as “free rid 

One might draw the implication that at least one ge ntl unan of the 
committee viewed such an arrangement as unjust. We respectfully 
submit that the moneys negotiated were in lieu of wages aa belong 
to the members of a union. Those me ymbers voted to share the benefits 
received with fellow members by allowing them insurance to the extent 
of $1,000. Their motives may well have been, and probably were, to 
encourage membership and thus strengthen their union and to assist 
in a measure at least long-standing and retired members. 

Employers have, for many years past, allocated a portion of their 
yrofits to purchase of insurance for employees. Never, within our 
 ovladen have such employees been characterized as “free riders” 
and never has any regulatory body of government asserted the right 
to criticize—much less prohibit—employers for spending their own 
funds for such purposes, Surely the same right belongs to wage 
earners. 

While this particular problem is nowhere present in the agreements 
of the teamsters’ union on welfare, it is offered simply as an illustra- 
tion of the principle that interference in the allocation of benefits is 
uncalled for in any proposed regulations as long as such benefits are 
confined to union members or their families. 

Some suggestion has been made at this hearing that welfare funds 
be administered by trust companies and claims handled by insurance 
companies. 

Here may we remark that thus far this committee has heard testi 
mony from individuals who, by experience and knowledge of the field 
of welfare fund administration, have no qualifications whatever for 
expression of opinion. We submit that such opinions have no value 
to this committee and may be highly misleading. 

We hope that the local administrator for teamster funds in Los 
Angeles, who has headed the largest organization in the West, m: Ly 
assist in explaining the functions and problems of welfare administra- 
tion from actual working experience. We believe this will disclose 
the fallacies of attempting trust company administration or insurance 
company settlement of claims in any group as large as our own. The 
cost factors alone would be far above present administrative costs, 
The service give n would be far below present standards. 

The teamster’s local fund of this area embraces between fifty and 
sixty thousand employees with 200,000 cs ficiaries. Its claims now 
average 500 per day. Disbursements on these claims amount to ap- 
proximately $400,000 monthly. 

This field was new to both unions and insurance companies. It 
was our effort to secure the best talent available to organize and de- 
velop administrative procedure to give the most in service for the 
least in cost. We believe we have had a creditable measure of sue 
cess in each field. 
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We now administer, through the Los Angeles fund, 13 trusts em- 
bracing na 1e —— to sixty thousand employee beneficiaries at a cost 
of f percen 

This was not accomplished by merely holding down administrative 
expense. Far more of a drain came upon our fund by exaggerated 
and wholly unjustified fees for medical treatment. Useless and 
needless doctor calls added a marked cost factor. We hasten to state 
that these were strictly a minority of all calls and fees and that we 
intend no reflection on the medical profession as a whole. 

As i matter of fact, the medical profession right here in Los Angeles 
faced the same problem with their own hospital and medical plan 
which was administered under their own direction. 

We met this problem by direct appeal to the medical profession. 
Our administrators met with the officers and committees appointed 
by the Los Angeles County Medical Society for discussion of the 
means and methods of making our welfare plan function both ef- 
fectively and economically. We received the whole-hearted recog- 
nition that the problem existed. They, however, had no authority to 
make specific corrections. 

We then employed a medical director to assist in determination of 
juesti on able claims. This doctor examined doubt ful claims and ad- 
vised the administrators when they were excessive. Either the doctor 
or the administrator then contacted the doctor on the case with re- 
quests for reduction of fees. This has resulted in many thousands of 
dollars in savings to our members, as well as thousands more to our 
fund. 

No insurance company wo uld be concerned with what the doctor 
charges. Neither would any trust company. 

We point out this factor as an illustration of the fallacy of ad- 
vocating administration by such agencies insofar as protection of our 
me ‘mbe ‘rship is concerne d. 

- hrough the he Ip of the medical director, we have built. a large list 
of medical specialists as well as general practitioners, each of whom 
has agreed insofar as practical to limit their fees to a schedule which 
we have established. We are now developing similar arrangements 
with hospitals. Every doctor and hospital in Los Angeles can par- 
ticipate leaving free choice of either physician or hospital to our 
membe rship. 

This. agwain. is a service saving thousands of dollars which no in- 
surance company administration, locally at least, has attempted to 
duplicate. 

Another factor is the fact that all policies are not. carried by the 
ame insurance carriers. Two different carriers might have two en- 
tirely different policies of administration and settlement of claims. 

Under our method of administration, no matter how many carriers 
ire involved, the administration and claim settlement remains uni- 


Under our present administration, a claim received is paid within 
aays from the time it is received. It is our belief that no other 
procedure or plan of administration of a welfare fund affords com- 
pal ible sery ice, 

We also note testimony before our committee that one fund paid 
attornev’s fees to defend a suit. All of our trust agreements are 
drawn to retain complete control of administration at all times in the 
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trustees and our trustees, both employer and union, serve without pay. 

These agreements limit trustee responsibility to acting in good faith 
on all matters. While we have had no suits against either the fund 
or the trustees, we do suggest that any restriction against spending 
necessary amounts to defend any trustee or the fund would make 
virtually impossib le to obtain employer trustees of standing and re- 
sponsibility. We also suggest that obtaining their services without 
remuneration far overbalances in value to the fund any possible ex- 
pense in defending such suits. 

Our experience over the years has been that not 1 cent had been 
thus expended. 

We wish to thank the committee for the courtesy of hi aring this 
statement which necessarily covers but a small fraction of the ad- 
ministrative problems. The subject matter is comparatively new. We 
have obtained, and relied upon, the best talent available to de ‘velop 
idministrative procedu re, 

We believe that our functioning organizations in the 11 Western 
States. to which our experience has been limited. have reflected in 
efficiency and service the wisdom of procuring and using such talent 
in development to date of administrative techniques and practices, an d 
these are continually being improved as further experience a ‘mon- 
strates the need for ch: ange. 

The Cratrman. Mr. Cross, I want to make two comments. IT will 
reiterate What I have said before, that I think your fund is well run 
and that I think you are an exceptionally well qualified man. 

But one statement about the free rider | cid not make. My im- 
pression of it was that it referred to some employees in another union 
who were getting benefits without having paid in the required amount 
of money, or something of that sort. That is my recollection or un- 
derstanding of what a free rider was. I don’t have to tell a union man 
what a free rider man would be, having heard your arguments many 
times on certain types of union membership. 

I have always found in the years I have been in Congress, almost 
11 years, I have listened to many witnesses of all types, you never know 

where you are fFoINng to get the ve hi of an idea which will make a real 
‘aie or which will be a big help in solving problems. You 
never know where you will find it. 

I wrestled with the mine safety bill, as an example. During the 
course of the hearing, two men made statements on which we were 
able to work out a bill, and today it is the law of the land. 

You never know where you are going to get this information from. 
Human beings are so constructed by their Creator that sometimes 
they get a little glimpse of truth and give it to you. Just because a 
pe rson mi: Ly not be qualifie “I In some fiel | does not necessar ily di Ss qual ify 
the ‘m as to making sug 

I just wanted to make that comment in connection with the state- 
ment you have made yourself. 

Mr. Cross. I agree. There was one point. There was some testi- 
mony, and I believe it was this morning, about some of the Congress- 
men seeming to be quite concerned with checking the validity of all 
claims. I would like to make one comment on that. 

The Cuarrman. I wish you would. You have had a lot of expe- 
rience, 


vest] ions. 
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Mr. Cross. I have learned, of course, under policies of this type that 
it is standard practice to pay claims on the signed statements of both 
the doctor and the patient. The State of California does it in their 
own disability insurance. 

However, in our own operation, I was concerned with fraudulent 
claims, not only for my own people—incidentally, all of my people 
are bonded and I am also bonded to the trustees. But there, again, 
as I was able to afford it, out of my 4 percent administrative allowance, 
I instituted a procedure of having a certified public accountant come 

:7n every 3 months, verify every draft, make sure there are no missing 

drafts, insurance company dr: afts. and then out of those, pulling out 
several hundreds and going to the claim files and pulling out the actual 
claim and then writing to the interested parties: the doctor, the hos- 
pital, the employer, and getting verification to the fact that that 
patient was sick, that he did receive those services and did receive 
payment for them. That is just one point I wanted to mention. 

The Cuarrman. All right, sir; thank you. 

Mr. Bevitrno. Mr. Chairman, in that connection I might state that 
Mr. Newell deducts the figure of $5,360 in 1 year and $5,150 from his 
union group insurance business and calls it commission expense. 

There is no question of that. We find Mr. Brewster shows a like 
amount but he calls it stock received for services rendered. It is not 
tied in as commission or otherwise, is just stock received for services 
rendered. 

The CuatrmMan. Do you get from this that it is tied in with the 
welfare fund business ? 

Mr. Bevxiino. It does not tie in as that. It is just that Mr. Newell 
deducts it as a commission expense. 

The Cuatrman. For just the welfare fund commissions or for all? 

Mr. Beturno. He called it commission expense from insurance, 
union group insurance, 

The Ciaran. It is called from union insurance? 

Mr. Beturno. He deducts it from that, that income. 

The Cruamman. It seems to me we are going to have to subject the 
business operations and commissions of Mr. Newell in connection with 
Mr. Brewster to a more thorough investigation before we come to any 
too definite conclusions about it. I think we ought to have the facts. 
He is not here so I think that rather than going more into the matter, 
unless the committee wishes otherwise, I think we better wait until 
some later date when we will still be around; and the net objective 
of this is to be recommendations for some type of legislation to the 
next Congress. There is still some bit of time to make further checks. 

Mr. Holt? 

Mr. Hour. I would like to ask Mr. Cross a question. It seems to 
me that we are moving into a specialized field which you seem to be 
well qui ileal | in of administering these funds. It seems you have to 
have a combination of knowledge and insurance and everything. 

I understand you are setting up another organization to do that. 
We had a man testify the other day that said they had one sec urity 
company up north that did the same thing for a while. What would 
be your recommendation for the best way to administer these funds? 
To set up a separate organization ? 

Some people deal with an insurance company directly, and some 
have a separate organization to handle the claims. In your findings, 
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you have the 13 trusts which lead you to believe that the best way to do 
it was as you are doing it. Is that your recommendation? 

Mr. Cross. Where there is only one labor union involved under a 
labor contract and one trust only, I see nothing wrong with the trustees 
themselves administering the plan in the way they want to do it, 
wherever they set the office. I believe the insurance contract with the 
insurance company would provide that the trustees administer their 
own plan, and to keep full control over the administration. I see 
arg. wrong with that. 

Jn the other hand, where there are several industries or more than 
one trust involved, then I believe the administration should be done 
by an independent agency, such as we are proposing to do. There are 
organizations in town set up to do just that, independent organizations. 

Mr. Hour. I did not know that. 

Mr. Cross. There is a corporation, I know, by a man who isa special- 
ist in that field, who, under contract, administers the welfare plans 
for the various groups. The only way you could do it would be as a 
corporation. Of course, he does it for a profit. Our proposal is to 
set it upasa nonprofit organization. 

The Ciaran. All right; thank you, Mr. Cross. 

Next witness ? 

Mr. Clayton Hoyt, will you give your full name? 

Mr. Hoyt. C layton R. Hoyt. 

The Carman. You do solemnly swear to tell the truth, the whole 


truth, and nothing but the truth, so help you God? 
Mr. Hoyr. I do. 


TESTIMONY OF CLAYTON R. HOYT, SANTA MONICA TAXI CO., 
SANTA MONICA, CALIF. 


Mr. Wetrmer. Will you state your full name, please? 

Mr. Hoyr. Clayton Robinson Hoyt. 

Mr. WettmMer. What is your ade lress? 

Mr. Hoyr. Business address, 1762 14th Street, Santa Monica. 

Mr. Weirmer. Your occupation ¢ 

Mr. Hoyt. Owner, Santa Monica Taxi Co. 

Mr. Weurmer. You are here in response to a subpena of this com- 
mittee ¢ 

Mr. Hoyr. Yes, sir. 

Mr. Wetrmer. Mr. Hoyt, I wish you would generally recount your 
experiences that you have had recently, ine hronologic al order, with 
the teamsters’ union. Will you do that, please ? 

The CuarrMan. Before you start, I would like to ask a question. 

A memorandum was given to me. I understand you talked with 
one of our staff, Mr. Weltmer, a little while ago, about coming down 
here and you were very hesitant about coming. You stated, as I 
gather, that you were told yesterday that, and I quote “You better not 
come down.” You were scared of that and you didn’t relish the 
thought of getting your head bashed in; is that true? 

Mr. Hoyr. Yes, sir. 

The Cuatrrman. Will you tell us a little bit about it? 

Mr. Hoyr. It is merely that I received a phone call yesterday after- 
noon and they said “I hear you are going down to hearings at the 
courthouse, and I would advise you against it.” That was all. ‘They 
hung up. 








328 WELFARE AND PENSION FUNDS IN LOS ANGELES AREA 


The Cuairman. They did not say they would do anything to you? 
You just were afraid / 

Mr. Hoyt. Yes, sir. 

The CuHarrMan. In other words, the fear was your own ¢ You had 
no direct threat that they would bash your head in / 

Mr. Hoyr. No, not this time. 

The Cuairman. All right, proceed. 

Mr. Weirmer. If you will start from the beginning of this incident 
and carry it through, generally, I think the narrative form is perhaps 
the best. 

Mr. Hoyr. cen » contract between the teamsters union and myself 


as owner of thi cab company expires e ach September 1 of each year. 
It is customary or demanded by the contract, that should either side 
wish to open negotiations for a new contract or any part of a new 


contract, that 60 days’ written notice shall be given to the other party. 
Otherwise, if no notice is given, the contract shall remain in effect and 


in force as the prior contract was. About June 20, I think it was, 
we received a letter from the union, and this is 1953, that asked that 
new negotiations be sef up to open a new contract. | called several 
times after receiving this letter, knowing that it is customary for the 


two parties to get together to negotiate. IT was terribly afraid that 
the contract meeting of the prior year would be the same. I was 
rather desperate in talking to the people. I couldn’t get any reasons 
at all, and I was told that they wanted to wait until all of the rest of 
the cab operators that they were signing contracts with had been signed 
up and then we would be the last one. About August 10 or 15, of 
1953. I was told that all of the rest of the cab operators that the local 
640 had jurisdiction over had signed the contract and had gone for 
this welfare plan, as it was stated, that they had drawn up this con- 
tract just as all of the other contracts were, and that they demanded 
that we sign this health and welfare plan. 

It was at no stipulated amount when we talked about it in nego- 
tiations. They said there were several plans that they might be able 
to get us into, and if we signed the agreement with no fuss or muss, 
they might be able to get us into a plan I believe they called the 
Petroni or Petrelli plan, which was something like between 8 and 9 
dollars per month per employee. But there was no assurance of that. 
It might be the same p lan that the Los Angeles Yellow Cab Co. was 
paying at that time, which was over $10 per man per month. I 
could see no reason in signing a contract that was so vague and that 
didn’t stipulate how much I was to pay. After all, if I was to pay 
for this plan, I wanted to know what I was going to pay for this plan 
and what benefits the men would receive. I was brought out a little 
brochure in fine paper that theoretically explained the plan in its 
entirety, and told that this was the plan that was to be given to the 
members and it was a wonderful plan for the union members and 
the employees. 

This pli in would run anywhere between $8.50 and $10.50 a month, 
and figuring that for 35 to 40 employees, it seemed like an impossib le 
situation for us to pay, in ad litional amounts of money. That is 
besides the other fringe moneys which were to be included in on the 
contract that had not been there in prior years. I was told that it 
made no difference what I wanted in any respect whatsoever, that this 
plan wasn’t from here, this came straight from Dave Beck, that this 
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was the way it was going to be and no other way, that we were a small 
operator and insofar as the other companies had gone for this plan 
we or myself being a little person in the business certainly was not 
going to escape 1t. 

I asked the president of the local and also the secret: uy of the 
local, Mr. Schorr and Mr Wi ilson, respective ly, if I coul | mate] i this 
plan, word for word, with an insurance company of my own and 
pay less premium would it be all right, with the employee getti 
exactly the same benefits. I was told absolutely no. J his p lan would 
be administered | D\ the union, and no one would have anythin g to do 
with it, except the union. 

So, matters remained ; a standstill for 2 or 3 days. The union 
asked if they could ae a notice on our bulletin board to our em 
ployees, asking to hold a meeting, a contract meeting. 

This notice was posted, It was for 2 neetings a day, 1 meeting for 
the night drivers, who were free Onl their ott how . and 1 meeting for 
the day drivers who were free on their off hours. 

The next day after this meeting, several drivers came to us and 


suggested or told me that 85 percent of the members present at those 
two meetings voted to accept the proposal that we had offered the 
union. The proposal was that the contract remain in exactly the 


same respect as the prior contract, wages, benefits, and everything, 
with just two changes. One was a purely technical thing In the way 
we oper: ite the business. We cleliver Western Union telegrams for 
Western Union, a considerable amount, between three and five thou- 
sand telegrams a month, and we do that on contract. ‘The rate that we 
are paid is per message, and that, by contract, is what we pay the 
drivers. The drivers receive a commission, 20 pereent commission 
of all moneys collec ‘ted and charge d by Us. This amount of e rach nh di 
vidual message is 25 cents within the corporate limits of Santa Monica, 
and 50 cents in an adjoining area of the Pacific Palisades, which is a 
longer drive. The union demanded that the drivers receive more 
than 50-percent commission of the amount that we charged. To do 
So, they demanded that any driver who delivered a single telegram 
would be paid for two, irrespective of what we charged. We might 
charge 5 cents for each, and they would be paid 50 percent of the 50 
cents for each one. That, we reluctantly agreed to. 

Two days after this union meeting with the employees and the 
union, Mr. Schorr came out again and said that at that meeting most 
of the emplovees were silly enough to go along with the company, 
but that didn’t make any difference what the employees wanted or 
what we wanted, that this was a union deal. Two days later he asked 
if he could post another notice for another meeting. He did 

This time, all members were to be at one location at one time, which 
was3a.m., I believe,in the morning. That I don’t know. Inasmall 
operation, the drivers who work days and the drivers who work nights 
are entirely different in temperament. A man who works nights is 
working with people who are inebriated once in awhile and people 
who are out on the town, and who are essentially free spenders. ‘The 
drivers in the daytime work with people like ladies carrying groceries. 
They must be more courteous, and there are children out, and they act 
as babvsitters quite often, and various and sundry things. So it takes 
two different types of men. The people in the daytime are closer 
of course, to the management. We see them, I know them, and say 
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“hello” to them. Quite frequently, the night drivers are not as close 
to the company in any respect. They seem to resent some of the rules 
that are taken for oranted by t he di: ay drivers because of the free and 
easy way that people do spend money and travel and talk in the 
evening. 

J presume d.and I was told, that the reason for 3 o’clock in the morn- 
ing meeting was that most of the day drivers would not be there, it 
would be most of the night drivers that would attend. However, 
the next day after — union meeting, it seemed as though there was a 
fabulous turnout, a greater percentage of all of the employees, which 
is phenomenal, was at this union meeting. 

I was also told by the drivers that 100 percent voted in favor of our 
proposal to the union. 

Mr. Schorr told me the day after the meeting that he wasn’t going to 
hold any more meetings with the drivers because we had evidently 
talked them into something or sold them a bill of goods, and saying we 
couldn’t pay an indefinite amount, and that we could receive insurance 
at a cheaper rate, exactly the same insurance that they were proposing 
forthe men. He said that by a certain date, and I have forgotten the 
date, I believe it was September 4, I am not exact, that if we hadn’t 
signed that contract by that time, they would pull the drivers out on 
strike. 

I asked him at this time if he would pull the drivers out on strike, if 
all of the drivers voted to accept our proposal there was no quarrel, 
that the only quarrel was with the union business agent, the union 
secretary, and the union president of the local, and that it seemed to 
me the way our laws were set up, that the union was representing the 
majority of its members; and, if that was so, we could sign the con- 
tract immediately, because the majority of the members voted to ac- 
cept our proposal and everyone was happy. 

He still insisted that that made no difference whatsoever, that this 
was a union thing and it was going to be so. 

The day after his ultimatum that they would go out on strike within 
the next 2 or 3 days if we hadn’t signed the contract, I contacted our 
insurance broker, the insurance broker that obtains our insurance 
policies for public liability, property damage, bonds, and so —— 
and asked him if he could find a plan, a health and welfare plan, from 
any insurance company—it must be a reputable firm—that was exactly 
the same as the union plan, and for less money. 

He said absolutely it was possible. He took this little booklet that 
I was given by the union so that there would be no misunderstanding 
or no mistake insofar as the employee benefits, and called me that 
afternoon and said that he had talked to Occidental Insurance Co., 
who was the underwriter for the union. ‘They knew exactly what the 
plan was, and that we could have them at these rates: A single plan, 
employee, we would pay $4.50 per month; a married man, we would 
pay six dollars-some-odd cents per month, or a woman employee we 
would pay the same as a married man. 

This was a good deal less than what the union was going to charge 
us. So I called the union and told them that I did have a plan, that 
these were the figures. They told me that they would be down the 
next day at 3 o’clock, and I would have to have this in writing, that 
still they probably wouldn’t accept it but they would see. 

That next morning I contacted our insurance broker again and 
asked him to have Occidental, whoever it was, the chief underwriter 
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preferably, send out a confirmation of these rates and of the benefits 
so that we could sign it and show something concrete to the union. 
This was at 3 o’clock in the afternoon that the union people were to 
be there. And I told him that I had to have it before that time. 

At. approximately 11 o’clock in the morning, the insurance broker 
called up, and he said there was some little hitch but the underwriter 
assured him that this thing would be out by special messenger before 
° o’clock. 

At 2:30 the union people came in and still, as yet, I had not re- 
ceived this confirmation from the insurance company. They said 
they would go for a private plan if it was backed by Occidental. 

I called the insurance broker again. I hung up the phone and he, 
in turn, called the insurance company and he told me that he was told 
that they didn’t know that I was negotiating with the union, and be- 
cause I was, they didn’t want any trouble and they had made some 
commitments and they would not go on the plan. I told this to the 
union, who did not seem to be surprised, so they went out on strike the 
next day. 

During this strike, several people, several employees, wanted to con- 
tinue driving. They were told in front of me and in front of other 
people, that ‘should they drive, even though they had not voted for a 
strike, the strike was called by the union, that they would be barred 
from the union and held off of a job for 99 years, anything that the 
teamsters union had jurisdiction over, or would see to it that they 
would be unable to drive for that length of time. That is a pretty 
long time, so we suggested to several of the people who wished to drive 
and who wanted to drive that it would be bad for them, it wouldn’t 
help their cause any, and certainly wouldn’t help our cause. 

There was a pic ‘ket line the first day and then the picket line was 
dropped. The ‘business agent and several drivers each day and 
throughout the evening remained parked in a car outside next to the 
office. However, we did continue to drive telegrams. We had a con- 
tract with the Western Union. I delivered some myself and my wife 
delivered some because of no drivers. 

I, also, put the mechanic that we had working for us to delivering 
these telegrams in the evening. The mechanic complained several 
times that he was followed. I suggested that if he thought there 
might be any trouble, for him to stop delivering them, that I would do 
it myself. He said he would try it once more. 

The next evening he stoppe 1d bv the house, white as a sheet, and he 
said that a driver in an automobile had pulled him over to the curb 
and four men had gotten out. Two of them had pistols, and they told 
him if he didn’t stop delivering telegrams and helping us, they would 
blow a hole through his head. He wished to borrow a gun that I 
might have to protect himself. I refused to let him have a gun and 
told him that he must cease if there was going to be trouble. 

Another employee, a girl employee, was to deliver telegrams during 
the daylight hour. She told me that these people had pulled her over 
to the side of the road and then driven off, not once but approximately 
three times, and she was afraid. 

This delivering telegrams while we were on strike was for about 4 
or 5 days. The union came to us and they said that if we were so 
violently opposed and the drivers were so v iole ntly opposed to a health 
and welfare plan, they would accept our paying the drivers $9.50 
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bonus per month, cash bonus, to each individual driver, and then in 
2 or 3 months after I had cooled down and the union had cooled down 
then we could transfer that into a health and welfare plan. 

I agreed to pay the drivers this $9.50 bonus per month to each man 
but refused to place these men in the health and welfare plan unless it 
was at their instigation, and with their O. K. A contract was brought 
out for me tosign. I signed the contract, as usual without reading it. 

It is immaterial whether you read it or not, 1t must be sioned., So 
after I signed the contract, | was told that I must add on a piece of 
blank paper, to the union, a letter, stipulating three or four little 
items that wouldn't dare be in the contract. On these items, it was 
stipulated that I furnish uniforms for the drivers, as the union con 
tract said, if we desired to do so. But in this letter, it was to state 
that it was understood that I will require the drivers to wear uniforms, 
therefore, buy them for them: and that I also would have to pay 
these drivers this higher rate, even though we didn’t collect it, for 
this single telegram that might be delivered, and also—I can’t remem 
ber the next two, exactly. They were minor. I asked for a COpy of 
this, signed by the union also, just as the contract, but was refused, 
that I was the only one that signed this letter. It was taken away by 
the union. If I wanted a copy, I could remember it and write it 
down myself, but there would be no signing. 

That Was, roughly, the things that went on. Insofar.as not reading 
the contract when it is si@ned, the year prior to this, or rather, 2 vears 
prior to all of this trouble with the union, and in negotiations, negotia 
tions were opened on a contract and for which I could never get 
anyone to negotiate. On September 1, there were still no negotiations. 
Still no one would talk about any benefits or anything to do with the 
contract. At 11 o’clock in the evening, my wife and I returned from 
Hollywood, where we had been to the show, and found all the cabs 
sitting on the lot. The dispatcher was asked why and he said he 
didn’t have the faintest idea, that the union said they had a new 
contract for me to sign, and if I would hurry, they would be down 
until about 11 or 11:30 down at this one particular bar in Santa 
Monica, if I wanted to see them. Otherwise they were going away 
on an extended vacation and these drivers would be off until they 
returned from their vacation. I went down to this bar, and there 
were several drivers, and the union were buying drinks, and they 
even offered to buy mea drink. 

He said, “Here is your new contract.” And he pulled it out of his 
inside pocket. He said, “If you sign it, maybe I can get 50 percent 
of your men back for the morning shift.” I asked him to put the 
men back to work and let’s talk about it. I had never been able to 
contact them. I had called them a dozen times. He said, “Well, no, 
I am going on a vacation and I will be awfully hard to find. I am 
the only one who can negotiate this contract with you and IT am 
getting tired and wanting to go home.” 

The CyHarmman. Are you the only taxicab company in Santa 
Monica ? 

Mr. Hoyt. No. sir. There is one other. There in that bar at that 
time. I signed that contract. I took it back to the office and then 
found out what I had to pay and the things I had to do to live up 
to this contract. So, when we sign contracts with a union, it is of 
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no value and no use to read them at all. It only makes you feel bad 
and maybe you wouldn't sign them. Then, you are in trouble. 

Mr. WeL rMer. How many cabs do you have in total amount work! 
for you? 

Mr. Hoyt. Twelve. 

Mr. WELTMER. That is 12 at onetime or 12 total ? 

Mr. Hoyt. ‘Twelve working all the time. 

Mr. We_rmer. What is vour general income from this bus 

Mr. Hoyr. Gross about $200,000 a year, 

Mr. We_tmer. To sum up a little, if I understand your statement 


ra your main objection to this health and welfare plan offered 


: the fact that there were several votes taken by your employe 
wha h they unanimously rejected the plan of the union, is that corr 

Mr. Horr. Yes, sir. 

Mr. Wettmer. Did you receive any other telephone calls in connec- 
tion with this negotiation ? 

Mr. Hoy rs Yes, Sir. I received several enlls threatening Various 
and sundry things: Mavhem toward me, that [am liable to be shot, 
that I would wake up in a ditch and various things. There were ap 
proximately 4 or 5 of them. 

Mr. Wetrmer. Including this call this morning, were you able to 
identify any ot these people that called you! Were you familiar with 
the voice? 

Mr. Hoyr. No, in all fairness | couldn't say. 

Mr. Weurmer. That is what I wanted to make clear. There is no 
inference. It Was all anonymous phone eall, That Is all ] have. 

The CuHatrrmman. In connection with the threatening of one of the 
drivers with a gun, and shoving this lady driver over to the curb, 
was that ever brought to the attention of the local authorities / 

Mr. Hoyr. Yes, sir. 

The Cuarrman. What did they do? 

Mr. Hoyr. Nothing. They, ap parently, looked for that automobile 
with four men in it, that certain colored automobile the rest of that 
evening after the driver reported it to them. I think he reported it to 
them just after he reported it to me. 

Mr. Horr. They investigated, though, did they not / 

Mr. Hoyr. J think So. 

Mr. Horr. Do you not know? 

Mr. Hoyt. No, sir, I don’t know. 

Mr. Hour. You have your own local police department at Santa 
Monica ? 

Mr. Horr. Yes, sir, but they never called me and told me they had 
caught anyone or that they were investigating anyone. I thought the 
less I called them the better it would be. 

Mr. Hotr. Why? 

Mr. Hoyt. I don’t want any more trouble than I have already had. 

Mr. Hour. Are you inferring that the local authorities would not 
give you assistance if you are in some sort - difficulty ? 

Mr. Hoyt. They undoubtedly would, if they could find ge 
It would be impossible to find someone ts had thrown a bottle 
acid inside a cab and eaten up the upholstery. 
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Mr. Horr. Did that happen? 

Mr. Hoyr. No, sir, but I was threatened that it would happen. 

Mr. Weirmrr. How did you receive this threat ? 

Mr. Horr. By phone. 

The Cuatrman. Did you ask your employees whether they wanted 
to come under this pl: in ¢ 

Mr. Hoyr. Yes, sir, I did. 

The Cnairman. Are they unionized ¢ 

Mr. Hoyr. Yes, sir. 

The Cuarrman. Were they unionized before you signed this recent 
contract ¢ 

Mr. Hoyt. Yes, sir. 

The CHatrman. They said they did not want to come under the 

vlan ? 

Mr. Hoyt. That is true. 

The Cuairman. But the union wanted to get you to definitely put 
them under the plan whether they wanted to or not, is that correct ? 

Mr. Hoyr. That is correct. 

The Cuarrman. Mr. Holt ? 

Mr. Horr. At one point, you stated you went to an individual 
broker and he came up with the same offer of benefits but @ecidental 
could not fulfill or they said they could not deliver on the policy or 
something because they were already negotiating through the union; 
is that it ¢ 

Mr. Hoyt. No, sir. 

Mr. Horr. Would you clarify that for me, please? I did not get 
that straight. 

Mr. Hoyt. Yes, sir. We were given the O. K. on a lower premium 
with exactly the same benefits, over the phone. 

Mr. Hour. Who was given it? You? 

Mr. Hoyt. The broker. 

The CuHarrman. Who was the broker ? 

Mr. Hoyr. William O’Keefe, of O'Keefe & Slidge Insurance 
Agency. 

The CuatrMan. Where are they located ? 

Mr. Hoyr. In Beverly Hills, I think it is. 

Mr. Horr. And then they had to get it in writing? 

Mr. Hoyr. When they had to get. it in writing, they found out 
we were negotiating with the union at that time, and, therefore, they 
said they would have to withdraw their proposal. 

Mr. Grauam. Did they make that statement to Mr. O’Keefe? 

Mr. Hoyr. That is what Mr. O’Keefe told me to be the statement 
they made. 

Mr. Hour. Did you ask him to get the same kind of a program 
from another company / 

Mr. Hoyr. Yes. And he said insofar as we were negotiating with 
a union, the other insurance companies would feel the same way 
because they didn’t want any trouble. 

The Cuarrman. He said that no other company would negotiate 
on this matter because the unions were negotiating through another 
insurance company ¢ 

Mr. Hoyr. No, he said that it would be useless to apply to any 
other insurance company because throughout the industry it was 
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known that we were negotiating with a union regarding the health 
and welfare plan, and it wouldn't be wise for any insurance com- 
pany to sign up with us, furnishing a welfare plan, when the union 
had their own and had their own through Occidental. 

Mr. Horr. Did you go to another broker 

Mr. Hoy - No, sir. 

Mr. Hour. You know, there are other kinds of plans, like Blue 
Shield and Blue Cross? 

Mr. Hoyr. Yes, sit 

Mr. Horr. Did you go to any of those and deal directly with the 
company ¢ 

Mr. Hoyr. No, sil 

Mr. Horr. You just dealt with the broker ? 

Mr. Hoyr. Yes, sir. Time was of the essence. I had until 3 o’elock 
in the afternoon. That was between 10: 30 o’clock in the morning and 
11 o’clock and I had until 3 o’clock in the afternoon. 

The Cuairman. Mr. Miller? 

Mr. Miter. Mr. Hoyt, how do you account for your employees, 
being members of a union, opposing this group insurance 

Mr. Horr. The only reason I can account for it it is a very 
gratifying feeling to find your employees are a hundred percent 
behind the employe r, and which has happened very, very seldom with 
us before. We operate a small company. We try and have the latest 
cabs and equipment for the people and for the drivers to drive. New 
automobiles are easier to drive. By our rules and our services—we 
have two-way radios in all of the cabs, our cabs—our drivers make 
more per man than they do at almost any other cab company in the 
surrounding area. We try never to put too many cabs on the street 
at one time, so that the amount of money that each individual driver 
takes in is more per man than the average cab in this area, 
Los Angeles Yellow or the Yellow Cab in our own city, Santa Moni 
I think that the drivers at this time realized that the ‘y were making 
more money and taking home more money than any driver for these 
companies, these other companies around here, even with the health 
and welfare plan. 

Knowing the expenses that are incurred by us to do these things for 
ourselves and the people of Santa Monica and the drivers, I think 
they realized it would impose a terrific burden on us to pay this. That 
is the only reason that I can feel why the members did ask for our 
proposal. 

Mr. Mituer. In other words, on account of a very cordial relation- 
ship between the employer and employee / 

Mr. Hoyr. That is the only reason I can assume, sir. 

Mr. Mitter. That is all. 

The Cuairman. That will be all. Thank you. 

Mr. Dandy ? 


TESTIMONY OF JOHN PERCY DANDY—Resumed 


Mr. Danpy. I would like to make a statement, please. 

The Cuatrman. Mr. Dandy, there was a statement made here by 
the preceding witness that he had been advised by his broker that it 
would not be possible to make good on some plans that he had under- 
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stood could be put in effect, insurance plans, with your company 
because the union and your company were already negotiating on 
such a plan. 

The statement was also made by the same broker, at least by the 
witness that the broker made the statement, to the effect that he 
could not get any bids from other companies or could not get any 
opportun ties to receive service from other companies because these 
negotiations were going on. Is that correct as far as your company is 
concerned, and is that a correct general policy of insurance companies 
on these matters ? 

Mr. Danny. On the latter part, it very definitely is not the practice 
of Mmsurance Companies, He could have rad a bid from any | of 
companies locally, or from whatever number he wanted to bid from. 
It makes no different whether negotiations are going on or not. In- 
surance companies are Writing Insurance. 

Mr. Granam. That was 1 “ally a matter of op nion on the part of 
the broker. 

The Ciaran. Is that the way it was given? Was it an opinion? 
I tl ought he said he could n ot get it. 

Mr. McCase. I believe t 7 previous witness test hed that his own 
broke informed him that in the broker’s opinion it woul | be useless 
to seek this typ e of bid, and in that broker’ Ss opinion he should not do 
so because other con Ipanies would not vet into it. 

Mr. DAN DY. In answer to the first part, somebody, one of the investi- 
cwators, I believe, in the last week o1 so, mentioned the name of this 
company, the Santa Moniea Cab. I had no recollection of it at all. 


I got out our prospect file, which is a place where we keep every case 
we have made a quote on at ny time. ihr as ang igh weg gece 
There was a letter from one of our regional men in the Los Angeles 
area—I have forgotten which one at the moment—asking us to make 
i quote on this 31 employees, I think it was, of the Santa Monica Cab. 
There isalsoa letter back n iakd ng L.quote at someplace around S15. In 
the first place, it Is silly t oO thi vl that a ste to 31, with the expens ses 
entailed in that size case. could get the same rate that a group of 5,000 


or 10,000 people have, just due to the saving oe nse. That is true 
of all insurance companies. 

So the statement that we had quoted a lower rate previously which, 
of course, came from the broker, is to the best of my k nowledge untrue, 
because no such quote was authorized, and would not be authorized. 
Our rates would not give that cheap a rate for that size case. 

We did quote. Whether our regional man turned a over to him, I 
don’t know whether he eve got the b a. but we found 1 necessary on 
this group of 31 taxicab employees, which, incidentally, we have found 
have a much hig er loss ratio than some other il ern a required a 
premium of about $15. not 89. So, possibly that is the reason this 
broker } ver told this ore ntleman about it. It was so high he couldn't 
doit B t we did quote. 

The Cuamman. Mr. Holt ? 

Mr. Hour. [have no questions. 

The Cuairnman. Mr. Weltme 

Mr. Weirmer. The only comment I have to make was that I wanted 
this witness to tell us his expe ence that he had with his emp loyees not 


; 


wanting the insurance and being forced to negotiate for the insurances. 





| 
| 


ses 


i 
i 
i 
: 
} 
} 





ene 


WELFARE AND PENSION FUNDS IN LOS ANGELES AREA 337 


The CuarrMan. He testified to that. 

Mr. Danpy. I just wanted to correct about Occidental. Thank 
you, sir. 

The CHatrman. Thank you. 

Mr. Minier. Mr. Chairman? 

The CHarrman. Mr. Miller? 

Mr. Mitirr. I just want to raise a question that is in the nature 
of a comment, maybe, with regard to what has happened here within 
the last few minutes, as to whether the old legal maxim of falsus in 
uno, falsus in omnibus applies to congressional hearings as it does in 
courts of justice. I just want to raise that question. 

The Cuamman. Well, they are all under oath. 

Mr. Minver. They are all under oath, but there seems to be contra- 
dictory testimony to the same events. 

The CHarrMan. I do not know. 

Mr. STevensON. I am going to ask to make a statement on that. 

The CHarrMan. We will have nostatements. 

Mr. Horr. At this point, Mr. Chairman, along with Mr. Miller, 
this gentleman has made some statements. I would like to raise a 
question if, without objection, at this point in the record the investi 
gators could go into this matter more thoroughly and make other 
statements into the record as to what this broker said, about other 
companies involved. 

The Cramman. Mr. Holt, I was not going to make any additional 
comment, but since it has been raised, I think this could very well be 
said. The committee must feel we are just in the preliminary stages 
of this whole investigation. It is b ig, and it takes a lot of time to eet 
the facts developed. It is impossib le in one sitting to get all the 
information applying to every situation and from all sides. I think 
as time goes by, the thought is this, that we will try to clarify and 
get exact information about certain situations. If perjury happens 
to have been committed, chips will have to fall where they may. I 
do not know that. 

Our job, as I say, is to get the facts, as much as we can, particularly 
on the broad picture to initiating legislation to regulate the operation 
of welfare funds in order to insure, so far as humanly possible, that 
the funds are available for the workingman and his family when he 
needs them. I keep emphasing that. A lot of things have been 
stirred up. here. We have started certain things. There will be 
other he: arings. I may not be here. I imagine that other members 
of the committee, like Congressman Smith, will be out here. I intend 
mostly to confine the hearings that I conduct to the eastern part of 
the United States. 

But, as I said earlier, I happened to be out here to attend to other 
business and I thought it would be a good idea to start off the hearings 


in this area to save time and a little expense. sut this will be a con- 
tinuing investigation and study until next year, when we are to make 


a report. embodying recommendations from the full Education and 


Labor Committee of the House to Congress. The Senate, also, has 
the same duty to perform. 

I believe that the committee under Senator Ives has started their 
investigations. I do not know whether they ac held any hearings 


yet or not. 
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That is a general summary and background of what we are at- 
tempting todo. As I said before, there are some things that are still 
at loose ends, and it will be the job of the investigators and the various 
parties involved and their attorneys to get certain matters clarified for 
not only the committee but for their own protection. 

That is all I have to Say about it at the present time. 

This will conclude the hearings. 

Mr. Neary. For the record, Mr. Chairman, I am informed by the 
staff that the photostatic copies of the letters that Mr. Dandy testi- 
fied about are in the possession of the staff. 

The CHatrMan. That is fine. 

The hearing will now be recessed, to reconvene subject to the call 
of the Chair. 

(Whereupon, at 2:30 p. m., the hearing was recessed, subject to 
the call of the Chair. ) 


x 





